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THE  FUTURE  OP  ECONOMIC  THEORY. 

A  POINT  on  which  opinions  differ  is  the  capacity  of  the 
pure  theory  of  Political  Economy  for  progress.  There 
seems  to  be  a  growing  impression  that,  as  a  mere  state- 
ment of  principles,  this  science  will  soon  be  fairly  com- 
plete. There  remains,  indeed,  to  be  added  to  the  list  of 
accepted  truths  a  theory  of  Distribution;  but  materials, 
at  least,  for  such  a  theory  are  to  be  found  in  recent  liter- 
ature. Explanations  of  wages  and  interest  that  cannot 
be  far  from  the  truth  have  been  offered ;  and,  if  it  shall 
soon  appear  that  any  of  these  is  demonstrating  its  correct- 
ness, and  taking  in  the  science  the  assured  place  that  the 
modern  theory  of  Value  has  already  won,  there  will  be  a 
disposition  to  say  that  at  last  the  theory  of  Economics  has 
reached  the  condition  in  which,  with  only  minor  changes 
and  additions,  it  is  likely  to  remain. 

It  is,  of  course,  true  that  the  theories  of  Value,  Wages, 
Interest,  and  Profits,  constitute,  in  so  far  as  importance 
goes,  two-thirds  of  the  theoretical  science  of  Economics. 
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It  is  oyer  questions  of  distribution  that  social  classes  con- 
tend with  each  other.  Is  property  robbery?  Does  society 
need  revolutionizing?  The  answer  depends  on  the  ques- 
tion whether,  under  free  competition,  wages  are  the  spe- 
cific product  of  labor ;  and  this  is  one  of  the  many  points 
that  are  to  be  decided  by  a  theory  of  Distribution.  If, 
therefore,  we  are  not  in  error  in  thinking  that  scientific 
thought  is  now  on  the  right  track,  in  connection  with  the 
problems  of  Distribution,  and  if  there  is  soon  to  be  a 
unanimity  of  view  concerning  the  laws  of  Wages,  In- 
terest, and  Profits,  then,  indeed,  it  is  of  importance  to 
know  whether  any  very  great  theoretical  work  is  still  in 
the  future. 

On  the  supposition  that  some  one  of  the  theories  of 
Distribution  that  are  now  candidates  for  acceptance  will 
soon  reveal  its  own  correctness,  or  that  some  modification 
of  one  of  these  will  be  adopted,  or  that  out  of  them  all 
some  eclectic  theory  will  be  formed  that  will  win  assent, 
will  the  pure  theory  of  Economics  have  further  and  large 
achievements  immediately  before  it  ?  There  seems  to  be 
an  impression  that  it  will  not. 

It  is  with  this  view  that  I  take  issue.  The  great  com- 
ing development  of  economic  theory  is  to  take  place,  ajs  I 
venture  to  assert,  through  the  statement  and  the  solution 
of  dynamic  problems.  Static  problems  have  heretofore 
had  most  attention.  That  which  in  Ricardo's  studies 
figured  as  a  "  natural  value  "  is  really  a  static  value.  It 
is  a  value  that  would  be  realized  in  a  market  if  certain 
changes  that  are  transforming  society  were  stopped,  and 
if  the  prices  of  goods  were  allowed  to  reach  and  keep  the 
rates  that  a  perfectly  free  competition  would  then  estab- 
lish. The  wages  and  interest  that  in  such  studies  would 
be  regarded  as  normal  are,  in  the  same  way,  static  wages 
and  interest.  The  greater  problems  of  the  future  concern 
dynamic  values  and  dynamic  wages  and  interest. 

The  difference  between  static  problems  and  dynamic 
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ones  becomeB  apparent  if  we  divide  the  science  of  Political 
Economy  in  a  natural  way.  This  is  a  new  mode  of  divid- 
ing the  science;  and  it  involves  the  abandoning  of  the 
time-honored  plan  of  separating  the  whole  of  Political 
Economy  into  four  parts,  treating  respectively  of  Produc- 
tion, Distribution,  Exchange,  and  Consumption.  The  dif- 
ficulty with  this  mode  of  dividing  the  science  is  that  it 
gives  parts  that  are  not  distinct  from  each  other.  Pro- 
duction, indeed,  as  it  is  carried  on  in  a  social  state,  is 
a  process  that  includes  both  exchange  and  distribution. 
Production  is  the  bringing  of  commodities  into  existence ; 
and,  in  any  state  except  the  most  primitive  one,  it  is  ac- 
complished by  a  division  of  labor.  The  producer  is  per- 
sonally a  specialist,  selling  an  article  or  a  part  of  an 
article,  and  buying  what  he  needs  with  the  proceeds. 
Only  society  in  its  entirety  is  an  all-around  creator  of 
goods.  This  is  equivalent  to  saying  that  social  produc- 
tion is  accomplished  by  means  of  exchanges.  The  pass- 
ing of  goods  from  hand  to  hand  enables  all  society  to 
make  all  goods;  and  the  two  expressions,  "Division  of 
Labor,"  on  the  one  hand,  and  "Exchange,"  on  the  other, 
merely  describe  in  two  different  ways  the  organized  proc- 
ess of  creating  wealth.  It  is  contrasted  with  the  method 
of  isolated  and  independent  production.  Let  a  thing  stay 
in  one  man's  hands  until  it  is  finished  and  in  use,  and  pro- 
duction is  not  yet  socialized.  But  let  it  pass  from  hand  to 
hand  in  the  making,  and  it  is  so.  Society  in  its  entirety 
is  the  one  producer  of  wealth ;  and  exchange  is  the  social- 
izing element  in  production.  It  is  a  feature  of  the  more 
comprehensive  process. 

There  is  a  kind  of  distribution  that  merely  adjusts  the 
incomes  of  what  may  be  called  industrial  groups  in  their 
entirety,  and  does  not  settle  questions  of-  wages  and  inter- 
est. When  wheat  is  high  in  price,  the  whole  group  of 
wheat-raisers  gets  a  large  return.  How  much  of  it  goes 
to  laborers  and  how  much  to  the  owners  or  the  tenants  of 
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farms  is  a  further  question ;  but  high-priced  wheat  means 
much  money  to  be  apportioned  somewhere  among  them. 
In  like  manner  dear  steel  means  much  money  for  the 
whole  group  of  steel-makers.  The  study  of  Value  is,  then, 
a  study  of  Group  Distribution.  Yet  it  is  a  study  of  a  feat- 
ure of  exchanges,  and  these  are  a  feature  of  social  pro- 
duction. 

In  another  way  is  the  distributing  process  identified 
with  production,  since,  if  modern  theories  are  not  wrong, 
the  share  of  wealth  that  falls  to  any  producing  agent 
tends,  under  natural  law,  to  equal  the  amount  that  he 
creates.  A  man's  pay  tends  to  equal  the  value  of  the 
product  or  fraction  of  a  product  that  can  be  specifically  im- 
puted to  him.  The  whole  study  of  Distribution  is,  in  this 
light,  nothing  but  a  study  of  Specific  Production.  It  traces 
the  wealth  that  society  as  a  whole  creates  backward  to  the 
agents  that  have  brought  each  specific  part  of  it  into  ex- 
istence. Production  itself  is  a  synthesis,  in  which  count- 
less agents  bring  each  its  contribution  to  the  grand  total 
of  the  world's  income.  Distribution  is  merely  the  undo- 
ing of  this  combining  process.  It  is  an  analysis,  and 
traces  the  wealth  that  has  been  synthetically  created  back 
to  its  ultimate  sources. 

All  of  the  process  of  distribution,  then,  is  included  in 
production.  The  adjustment  of  values  is  group  distribu- 
tion, but  it  is  also  a  feature  of  exchange.  Exchange  is 
merely  the  socializing  feature  of  production.  We  cannot 
here  stop  to  show  how  completely  entangled  with  each 
other  are  the  first  three  of  the  four  traditional  processes 
that  it  has  been  customary  to  treat  in  separate  parts  of 
the  science.  It  is,  however,  clearly  impossible  to  account 
for  the  fact  that  a  man  who  wields  a  pick  in  excavating 
ground  for  a  cellar  gets  $1.25  a  day,  without  discussing 
subjects  that  belong  to  the  theories  of  Exchange  and  Dis- 
tribution; yet  at  no  time  would  the  economist  cease  to 
be  within  the  field  of  Production.      He  would  have  to 
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ascertain  how  much  the  man's  group  produces,  and  what 
part  he  personally  contributes  to  the  group's  product. 
Not  unfit  for  use  as  descriptive  terms,  but  absolutely  unfit 
for  use  as  subjects  of  distinct  division  of  the  science  of 
Political  Economy,  are  the  terms  Production,  Distribu- 
tion, and  Exchange. 

Consumption  is  not  an  organized  process  at  all.  We 
make  things  collectively,  but  we  use  them  each  man  for 
himself.  We  like  to  eat  together,  indeed,  and  to  enjoy 
many  things  in  company;  but  we  do  not  co-operate  in 
eating,  as  we  do  in  producing  food  and  other  commodities. 
Consumption  is  an  individualistic  operation ;  and  a  treatise 
that  limits  itself  to  a  distinctively  social  economy  would 
not  treat  of  it  at  all.  It  would  assume  that  consumption 
is  going  on,  and  that  production  has  no  other  object  than 
that  consumption  may  go  on ;  but  it  would  not  include  in 
itself  any  discussion  of  the  consuming  process.  Produc- 
tion, on  the  other  hand,  in  the  civilized  world  must  go  on 
in  an  organized  way ;  and  exchange  and  distribution  are 
involved  in  the  organizing  of  it.  Production  includes  all 
of  the  economic  process  that  is  strictly  social.  Consump- 
tion is  not  a  good  term  to  describe  any  part  of  such  a 
strictly  social  economy. 

Let  us  see  whether  the  science  can  be  divided  on  an- 
other plan.  There  are  three  distinct  kinds  of  force  work- 
ing together  in  social  economics.  If  we  study  them  sepa- 
rately, we  shall  resolve  economic  science  into  three  divi- 
sions, the  boundaries  of  which  have  been  drawn  by  nat- 
ure. Man  modifies  matter  by  production;  and  matter 
modifies  man  through  consumption.  These  processes  do 
not  necessarily  require  any  organization  on  the  part  of 
the  men  who  impart  and  then  receive  the  impressions. 
All  this  could  be  accomplished  by  an  isolated  man  or  by 
men  living  together  for  protection  or  the  mere  pleasures 
of  association,  without  any  system  of  exchange  of  prod- 
ucts. Let  every  one  make  his  own  goods  and  consume 
them,  and  an  economic  life  of  a  certain  kind  is  complete. 
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The  distinctiye  feature  of  such  a  life  is  that  it  estab- 
lishes direct  relations  between  the  individual  man  and 
nature.  Every  man  subdues  for  himself  a  part  of  his  ma- 
terial environment;  and  he  gets  the  direct  service  that 
this  bit  of  nature,  when  thus  subdued,  can  render.  There 
are  no  disguises  thrown  over  the  relation  that  workers 
sustain  to  the  earth.  Obvious  dependence  on  nature,  ob- 
vious independence  of  other  men,  is  the  rule  of  every- 
one's economic  life.  Out  of  materials  furnished  by  the 
earth  each  producer  creates  his  own  income;  and  there 
are  no  problems  of  distribution  connected  with  it. 

Tet  in  this  mode  of  living,  which  puts  every  man  face 
to  face  with  nature,  there  is  room  for  the  action  of  all 
of  the  more  fundamental  laws  of  economics.  Here  is  a 
hunter  in  a  primeval  forest  converting  the  flesh  of  animals 
into  food  and  their  skins  into  clothing  and  shelter.  He 
is  creating  something  that  can  be  defined  as  wealth*  It 
has  the  essential  marks  that  analysis  detects  in  the  wealth 
that  crowds  the  shops  of  the  modem  city.  The  man  uses 
capital,  and  includes  in  his  equipment  both  the  fixed  and 
the  circulating  varieties  of  it.  His  consumption  has  its 
laws ;  and  the  chief  of  them  is  the  one  that  calls  for  vari- 
ety in  the  things  consumed.  He  must  not  make  and  use 
too  much  of  one  kind  of  product  and  too  little  of  another. 
He  must  guard  against  glutting  some  wants  and  letting 
others  go  unsatisfied,  if  the  wealth  that  he  creates  is  to  do 
him  much  good. 

There  is  a  distinct  set  of  economic  laws,  the  action  of 
which  is  not  dependent  on  organization.  They  are  fun- 
damental ;  and  what  we  have  now  to  note  is  that  they  are 
universal.  They  act  in  the  economy  of  the  most  ad- 
vanced state,  as  well  as  in  that  of  the  most  primitive. 
Wealth  has  everywhere  the  same  distinguishing  marks. 
The  producing  and  the  consuming  of  it  are  always  subject 
to  the  same  general  conditions.  The  first  natural  division 
of  economic  science  should  present  the  universal  laws  of 
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wealth.  It  should  discuss  the  more  general  laws  of  pro- 
duction and  all  the  laws  of  consumption. 

There  is  next  to  be  studied  a  second  set  of  phenomena. 
They  are  traceable  to  a  further  set  of  forces ;  and  these 
originate  in  relations  between  man  and  man.  They  are 
made  to  work  wherever  persons  begfin  to  exchange  prod- 
ucts. This  organizes  society  in  groups,  or  specific  indus- 
tries. Let  some  men  produce  food  and  others  build  huts, 
and  let  them  exchange  products  with  each  other,  and 
things  happen  that  are  not  accounted  for  by  the  laws  of 
that  general  economy  in  which  the  direct  relations  of  man 
to  nature  are  explained.  Exchanges  involve  the  deter^ 
mining  of  values;  and  these,  as  we  have  seen,  fix  the 
terms  of  group  distribution. 

ThCv organization  of  society  is  further  extended  when, 
within  each  group,  or  specific  industry,  there  are  em- 
ployers paying  wages  to  the  men  who  labor  and  interest 
to  those  who  furnish  capital.  Distribution,  in  a  broad 
defibnition  of  that  term,  is  that  which  results  from  organiz- 
ing the  wealth-creating  powers.  The  division  of  econom- 
ics that  treats  of  it  will  first  deal  with  group  distribution, 
which  depends  on  exchanges.  It  will  describe  the  forma- 
tion of  the  groups,  account  for  the  terms  on  which  they 
buy  and  sell  from  each  other,  and  show  on  what  the 
income  of  each  of  them  depends.  It  will  then  deal  with 
that  final  distribution  which  takes  place  within  each  sub- 
group, and  which  fixes  the  wages,  the  interest,  and  the 
profits  that  are  there  received.  This  is  equivalent  to 
showing  what  becomes  of  the  income  that  comes  to  a 
group  as  a  whole.  Laborers  get  some  of  it,  capitalists  get 
some,  and  entrepre7ieur%  get  the  remainder.  Broadly  con- 
ceived, and  made  to  include  a  description  of  the  system  of 
industrial  groups,  and  of  their  dealings,  the  science  of  Dis- 
tribution embraces  the  Social  Laws  of  Economics.  It  tells 
all  that  happens  in  consequence  of  the  one  fact  that  society 
has  organized  itself  for  Production.    The  term  Distribu- 
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tion  cannot  be  used  as  the  title  of  a  scientific  division,  if 
the  use  of  it  carries  with  it  the  idea  that  what  is  treated 
under  this  title  is  not  Production  and  is  not  Exchange. 
Distribution  is  a  process  that,  in  its  completeness,  in- 
cludes Exchange.  It  falls  itself  entirely  within  Produc- 
tion. It  is  not  best  to  characterize  the  second  natural 
division  of  economic  science  as  the  science  of  Distribution, 
since  the  idea  of  distinctness  from  Production  and  Ex- 
change attaches  itself,  in  the  public  mind,  to  this  term. 
It  is  best  to  describe  it  as  the  division  that  treats  of  the 
Social  Laws  of  Economics,  as  distinct  from  the  general 
laws.  When  we  know  what  happens  in  consequence  of 
the  economic  actions  and  reactions  that  are  taking  place 
between  man  and  nature,  we  have  the  content  of  the  first 
division  of  the  science.  We  need,  further,  to  know  what 
takes  place  in  consequence  of  relations  between  man  and 
man;  and  this  will  give  us  the  content  of  the  second 
division. 

It  is  conceivable  that  production  might  go  on  in  an 
organized  way,  without  any  change  in  the  character  of  the 
operation.  Men  might  conceivably  produce,  to  the  end 
of  time,  the  same  kinds  of  goods ;  and  they  might  do  it 
by  the  same  processes.  Their  tools  and  materials  might 
never  change;  and  they  might  not  alter,  either  for  the 
better  or  for  the  worse,  the  amount  of  wealth  that  their 
industry  would  yield.  Social  production  can  be  thought 
of  as  static. 

In  such  a  changeless  mode  of  social  industry,  distribu- 
tion, with  all  that  it  involves,  would  take  place.  Groups 
would  exchange  products,  and  each  would  be  dependent 
on  the  value  of  its  own  goods  for  the  amount  of  its  col- 
lective income.  The  price  of  agricultural  produce  would 
determine  the  income  of  farmers,  and  the  price  of  ore 
would  fix  that  of  miners.  The  gains  of  a  group  as  a 
whole  would  be  divided  among  the  sub-groups  composing 
it,  and  would  then,  by  a  further  operation,  be  parted  into 
wages,  interest,  and  profits. 
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We  saw  that  what  are  called  natural  standards  of  val- 
ues, and  natural  or  normal  rates  of  wages,  interest,  and 
profits,  are,  in  reality,  static  rates.  They  are  identical 
with  those  which  would  be  realized  if  a  society  were  per- 
fectly organized,  but  were  free  from  the  disturbances  that 
progress  causes.  Far  more  than  classical  economists  were 
aware  of  is  involved  in  a  thorough-going  study  of  what 
they  called  natural  values. 

Reduce  society  to  a  stationary  state ;  let  industry  go  on 
with  entire  freedom;  make  labor  and  capital  absolutely 
mobile, —  as  free  to  move  from  employment  to  employ- 
ment as  they  are  supposed  to  be  in  the  theoretical  world 
that  figures  in  Ricardo's  studies, —  and  you  will  have  a 
rSgime  of  natural  values.  They  are  the  values  about 
which  rates  are  forever  fluctuating  in  the  shops  of  com- 
mercial cities.  You  will  also  have  a  rSgime  of  natural 
wages  and  interest;  and  these  are  the  standards  about 
which  the  rates  of  pay  for  labor  and  capital  are  always 
hovering  in  actual  mills,  fields,  mines.  The  terms,  ^^  nat- 
ural "  and  "  normal "  and  "  static,"  as  used  in  this  connec- 
tion, are  synonymous.  The  division  of  economic  science 
that  presents  natural  standards  of  values,  wages,  and  in- 
terest, ought  consciously  to  take  the  shape  of  a  static 
theory.  Such  a  theory  would  treat  of  Distribution  as  it 
would  go  on  if  there  were  taking  place  none  of  those 
grand  disturbances  —  changes  in  the  mode  of  production 
—  that  are  forever  causing  market  quotations  to  vary 
from  the  natural  standards  of  the  classical  economists. 

A  static  state  is  imaginary.  All  actual  societies  are 
dynamic ;  and  those  that  we  have  principally  to  study  are 
highly  so.  Heroically  theoretical  is  the  study  that  cre- 
ates, in  imagination,  a  static  society.  Unceasing  changes 
in  the  actual  world  thrust  labor  and  capital,  from  time  to 
time,  out  of  one  occupation  and  into  another.  In  each  in- 
dustry that  is  carried  on  they  again  and  again  change  the 
modes  of  production,  and  the  kinds  and  the  quantities  of 
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the  goods  produced.  Yet  this  does  not  invalidate  the 
conclusions  of  a  static  theory.  Static  laws  are  real  laws. 
The  forces  that  would  work  in  a  world  that  should  be 
held  in  a  fixed  shape  and  made  to  act  forever  in  a  fixed 
manner  operate  still  in  the  changing  world  of  reality. 
We  can  always  see  them  working  in  connection  with 
other  forces;  but  we  can  only  imagine  them  working 
alone.  We  study  them  separately,  in  order  that  we  may 
understand  one  part  of  what  goes  on  in  dynamic  societies. 
To  do  this,  we  create  in  imagination  a  static  society ;  and 
it  is  a  heroic  but  necessary  application  of  the  isolating 
method. 

Only  by  reasons  of  its  omissions  is  the  imaginary  and 
static  state  unlike  the  real  and  dynamic  one.  All  the 
forces  that  would  work  in  the  unchanging  world  are  not 
only  working  in  the  changeful  one,  but  are  even  the  dom- 
inant forces  of  it.  They  do  not  keep  values  exactly  at 
the  natural  standards;  but  they  keep  them  fluctuating 
about  those  standards,  and  they  keep  real  wages  and  in- 
terest always  comparatively  near  to  the  natural  rates. 

We  have  described  the  boundaries  of  two  of  the  natural 
divisions  of  economic  science.  The  first  treats  of  uni- 
versal phenomena,  and  the  second  of  phenomena  that  re- 
sult merely  from  organization,  and  not  from  any  change 
or  progress  in  the  character  of  the  organization.  Starting 
with  those  laws  of  economics  which  act  whether  humanity 
is  organized  or  not,  we  next  study  the  forces  that  result 
from  organization,  whether  it  is  progressive  or  not.  This 
latter  study  gives  us  a  theory  of  Social  Economic  Statics. 

Finally,  it  is  necessary  to  study  the  forces  of  progress. 
To  influences  that  would  act  if  society  were  in  a  station- 
ary state,  we  must  add  those  that  act  only  as  society  is 
thjrown  into  a  condition  of  movement  and  disturbance. 
This  will  give  us  a  science  of  Social  Economic  Dynamics. 
It  will  bring  the  society  that  figures  in  our  theory  into 
a  condition  that  is  like  that  of  the  actual  world.    It  will 
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supply  what  a  static  theory  openly  and  intentionally  puts 
out  of  sight ;  namely,  changes  that  alter  the  mode  of 
production,  and  act  on  the  very  structure  of  society  it- 
self. A  study  of  these  changes  is  the  content  of  the  third 
natural  division  of  economic  science. 

Wants  are  changing,  and  the  kinds  of  wealth  that  are 
produced  must  change  with  them.  New  mechanical  proc- 
esses are  coming  into  use.  Machines  supplant  hand  labor, 
and  efficient  machines  displace  inferior  ones.  New  mo- 
tive powers  are  taken  into  service,  and  new  raw  materials 
are  used.  Population  increases  and  migrates,  taking  with 
it  some  of  the  increase  of  its  wealth.  Large  industries 
grow  up  and  crowd  small  ones  out  of  the  field.  The 
earth  becomes  crowded  with  life  and  wealth.  An  ade- 
quate study  of  such  changes  is  impossible  unless  it  is  pre- 
ceded by  a  study  of  natural  or  static  standards  of  value, 
wages,  interest,  and  profits. 

Not  any  of  these  changes  suppresses  the  action  of  static 
forces,  nor  do  all  of  them  together  do  so.  Not  one  jot 
nor  one  tittle  shall  fall  from  the  law  of  natural  values,  or 
from  that  of  natural  rates  of  wages,  interest,  and  profits. 
A  different  set  of  forces  is  acting  in  connection  with  the 
static  ones ;  and  real  values,  wages,  are  the  resultant  of 
the  two  kinds  of  force.  In  advancing  to  the  study  of 
dynamic  phenomena,  our  theory  completes  itself;  and  the 
effect  is  to  make  it  fully  interpret  the  world  of  fact.  A 
theoretical  dynamic  world  is  exactly  like  the  actual  world, 
if  the  theory  that  constructs  it  is  a  valid  and  complete 
one.  It  has  the  elements  of  disturbance  and  of  friction  to 
which  men  of  business  point,  as  influences  that  invalidate 
theoretical  conclusions.  If  the  study  of  it  were  carried 
to  completion,  it  would  furnish  what  has  heretofore  been 
lacking ;  namely,  a  science  of  economic  friction  and  dis- 
turbance. 

In  so  far  as  method  is  concerned,  a  theory  of  Economic 
Dynamics  must  use  deduction,  as  did  the  theories  of  the 
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Ricardian  school.  It  must  base  itself  on  the  conclusions 
of  Economic  Statics,  which,  as  we  have  seen,  are  uncom- 
promisingly theoretical.  Yet  realism  is  the  striking  trait 
of  the  dynamic  theory.  It  includes  in  its  field  of  view 
just  the  elements  that  have  been  needed  to  make  a  deduc- 
tive economic  science  fully  interpret  the  world  of  fact, 
and  satisfy  practical  minds. 

In  the  markets  of  all  parts  of  the  world  where  compe- 
tition rules  the  standards  about  which  prices  fluctuate  are 
set  by  static  forces;  and  the  fluctuations  are  accounted 
for  by  dynamic  ones.  Actual  prices  are  now  above  the 
standards,  and  now  below  them.  A  pendulum  is  now  on 
one  side  of  an  imaginary  vertical  line,  and  now  on  the 
other.  The  vertical  line  coincides  with  the  position  that 
it  would  hold  if  it  were  under  the  influence  of  static 
forces  only.  Its  oscillations  are  due  to  dynamic  forces; 
and  these  can  be  measured  if  we  first  know  the  nature 
of  the  static  forces,  and  the  position  to  which,  if  they 
were  acting  alone,  they  would  bring  the  pendulum.  The 
oscillations  of  prices  about  the  natural  standards  can  be 
accounted  for  only  by  a  similar  plan  of  study.  We  must 
have,  at  the  outset,  the  static  standards  of  price  to  which 
the  market  tends  to  conform.  The  same  thing  is  true  of 
natural  wages  and  interest,  and  of  the  fluctuations  about 
these  standards.  It  is  dynamic  causes  that  produce  varia- 
tions. 

This,  however,  is  not  the  largest  effect  of  dynamic 
forces.  We  shall  not  have  learned  the  most  important 
thing  about  them  when  we  have  accounted  for  the  devia- 
tions from  natural  rates  that  actual  values,  wages,  and 
interest  show.  We  shall  further  see  that  dynamic  forces 
create  new  conditions  in  which  static  forces  must  work. 
In  these  new  conditions  natural  values  cannot  continue  to 
be  what  they  were  in  the  former  conditions.  The  price  of 
cotton  cloth  that  is  entirely  natural,  when  this  fabric  is 
made  by  hand,  is  far  from  being  so  when  it  is  made  by 
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machinery.  The  normal  price  of  cotton  cloth  fell  in  con- 
sequence of  the  inventions  of  Watt,  Hargreaves,  Ark- 
wright,  and  Crompton.  Before  these  men  did  their  work, 
the  price  of  the  cloth  was  fluctuating  about  one  natural 
standard:  afterwards  it  fluctuated  about  another.  The 
normal  level  of  wages  is  rising,  and  that  of  interest  is  fall- 
ing, in  consequence  of  far-reaching  dynamic  influences. 
At  any  one  time  there  is  one  standard  of  value,  wages, 
and  interest  set  by  static  forces;  and  at  that  time  the 
temporary  fluctuations  of  actual  rates  about  these  stand- 
ards are  due  to  dynamic  causes.  At  a  later  time  it  will 
be  found  that  the  standards  themselves  have  undergone  a 
change  ;  and  these  grander  effects  are  the  most  important 
ones  that  are  attributable  to  dynamic  forces.  A  theory 
of  mere  disturbance  and  variation  is,  indeed,  included  in 
the  science  of  Economic  Dynamics ;  but  the  more  impor- 
tant thing  that  is  included  in  it  is  a  theory  of  progress. 
The  normal  wealth  of  the  world  will  be  greater  and  the 
natural  level  of  wages  will  be  far  higher  in  the  year  2000 
than  they  are  to-day,  if  the  greater  forces  of  economic  dy- 
namics shaU  continue  to  work. 

Is  it  not  already  clear  that  this  fleld  of  investigation 
is  an  indefinitely  fruitful  one  ?  It  would  become  clearer 
that  this  is  the  fact  if  it  were  practicable  here  to  describe, 
in  a  detailed  way,  the  particular  problems  that  have  to  be 
solved  in  a  theory  of  Social  Economic  Dynamics.  They 
include  every  possibility  of  gain  that  can  come  to  human- 
ity by  economic  change.  They  are  essentially  new  prob- 
lems, because  the  prevailing  mode  of  economic  study  has 
not  heretofore  isolated  them,  brought  them  clearly  into 
view,  and  afforded  the  data  for  solving  them.  Not  with- 
out references  to  change  and  progress  has  been  the  theory 
that  has  formed  itself  on  the  old  and  baffling  plan  of  a 
fourfold  division  of  the  whole  science  into  Production, 
Distribution,  Exchange,  and  Consumption.  Statics  and 
dynamics  are  blindly  commingled  in  such  theories.     An 
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adequate  treatment  of  change  and  progress  is  needed ;  and 
it  must  be  preceded  by  a  thorough-going  treatment  of 
purely  static  forces.  We  must  get  the  normal  standards 
of  value,  wages,  and  interest,  if  we  are  to  measure  the  de- 
viations from  them  that  rates  show  in  the  business  world. 
What  is  far  more  important  is  that  we  should  have  the 
natural  standards  of  to-day,  compare  with  them  the  stand- 
ards of  to-morrow,  and  measure  and  account  for  differ- 
ences between  the  two  sets.  The  reduction  of  progress  to 
a  science, — such  is  the  work  of  a  theory  of  Social  Eco- 
nomic Dynamics. 

John  Batbs  Claek. 
Columbia  UKiVKBsrrY. 
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II. 

In  a  previous  article  *  I  gave  an  outline  of  the  steps 
leading  up  to  the  placing  in  trust  of  a  majority  of  the 
stocks  of  four  of  the  gas  companies  in  Boston,  and  the 
issuing  of  the  Boston  United  Gas  Bonds.  To  undei'stand 
the  subsequent  history  of  these  companies  and  their  rela- 
tion to  companies  not  in  the  tnist,  it  will  be  necessary  at 
this  point  to  enter  somewhat  more  fully  into  the  details  of 
the  trust  agreements,  dated  January  1, 1889. 

As  already  indicated,  the  trust  was  made  broad  enough 
to  include  all  the  companies  in  the  vicinity  of  Boston,  pro- 
vided they  could  be  brought  under  control  at  advan- 
tageous prices.  Therefore,  the  agreements  were  drawn  to 
cover  the  stocks  already  contracted  for,  and  at  the  same 
time  to  provide  for  the  possible  purchase  and  deposit  of 
the  other  stocks.  At  the  time  the  trust  agreements  were 
executed  but  four  of  the  companies  were  actually  under 
control  of  the  trust ;  namely,  the  Bay  State,  the  Boston, 
the  South  Boston,  and  the  Roxbury  companies. 

The  trust  agreements  set  forth  that  the  owners  f  had 
agreed  to  purchase  4,800  shares  of  the  stock  of  the  Boston 
Company,  6,800  shares  of  the  stock  of  the  Roxbury  Com- 
pany, and  8,900  shares  of  the  stock  of  the  South  Boston 
Company,  and  that,  if  they  could  do  so  at  favorable  prices, 
they  proposed  to  buy  the  remaining  shares  of  the  stock  of 
these  three  companies  and  all  the  stocks  of  the  Charles- 
town,  the  Chelsea,  the  Dorchester,  the  East  Boston,  the 

•  Pablifllied  in  this  JonziuJ  for  Jnly,  1898,  vol.  zii.  pp.  419-446. 

tFor  the  sake  of  brerity  the  three  parties  to  these  agreementB  will  be 
designated  here  as  they  are  in  the  texts  of  the  agreements :  Messrs.  Addicks 
and  IKllaway  as  the  owners  (of  the  stocks),  the  Meroantile  Trust  Company  of 
New  York  as  the  tmstee,  and  the  Bay  State  Gas  Company  of  New  Jersey  as 
the  Gas  Company. 
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Jamaica  Plain,  the  Maiden  and  Melrose,  the  Newton  and 
Watertown,  the  Waltham,  the  Brookline,  and  the  Cam- 
bridge companies. 

The  agreements  further  declared  that  the  owners  re- 
quired f  12,000,000  to  enable  them  to  pay  for  these  stocks, 
and  desired  to  raise  this  sum  by  issuing  certificates  to  that 
amount  and  pledging  the  stocks  for  the  payment  of  the 
certificates,  and  that  the  Gas  Company  had  agreed  to  issue 
its  bonds  for  the  amount  required,  and  the  trustee  to 
indorse  its  certificates  upon  the  same,  upon  the  cpnditions 
set  forth  in  these  agreements.  As  already  stated,  the 
collateral  trust  bonds  were  to  bear  five  per  cent,  interest, 
payable  semi-annually,  to  run  fifty  years,  and  were  pay- 
able in  gold.  The  times,  methods,  and  conditions  of 
issue,  so  far  as  they  concern  our  present  purpose,  were  as 
follows.  The  Gas  Company  agrees  to  deliver  its  first 
series  bonds  for  $12,000,000  to  the  trustee,  who  will  in- 
dorse his  trust  certificate  upon  them.  Then,  upon  the 
payment  by  the  owners  to  the  trustee  of  $322,880  in  cash 
and  the  delivery  to  the  trustee  of  the  shares  already 
contracted  for,  the  trustee  will  deliver  to  the  owners 
$7,000,000  of  the  first  series  bonds.  This  issue  of 
$7,000,000  was  based  on  an  estimate  of  the  entire  capital 
stock  of  the  companies  concerned.  The  cash  payment 
was  to  furnish  a  source  from  which  the  trustee  could  pay 
for  the  minority  shares  as  the  owners  purchased  and  de- 
posited them,  as  they  reserved  the  right  to  do  at  prices 
fixed  in  the  agreements. 

These  $7,000,000  in  bonds  were  actually  delivered  to 
the  owners  in  the  summer  of  1889  * ;  and,  apparently,  all 
but  about  $1,000,000  of  them  were  floated  in  London. 
This  is  supposed  to  be  the  source  from  which  the  money 
came  to  pay  for  the  stocks  of  the  Boston   Company, 

*It  viU  be  recalled  thafe  the  contract  by  which  the  owners  got  control  of 
the  Boston  Company  is  dated  March  26,  1889.  On  Jnly  31,  1889,  the  New 
York  Exchange  listed  $5,000,000  of  these  bonds,  and  voted  to  list  the  other 
$2,000,000  as  soon  as  they  should  be  issued  by  the  tmstee. 


Digitized  by  VjOOQIC 


THE  GAS  SUPPLY  OF  BOSTON  17 

$8,000,000  of  the  remaining  $5,000,000  of  the  first  series 
was  to  be  issued  in  sums  of  not  less  than  $1,000,000  at  any 
one  time  upon  the  deposit  of  a  majority  of  the  stocks  of 
any  of  the  other  companies  named,  in  sufficient  quantities, 
at  prices  fixed  in  the  trust  agreements  in  each  case.  It  is, 
perhaps,  needless  to  say  that  the  object  of  the  trust  would 
be  defeated  if  bonds  should  be  issued  upon  the  stocks  of 
any  company  before  a  majority  of  the  stock  of  the  com- 
pany was  deposited.  The  owners  afterwards  succeeded  in 
getting  control  of  one  of  the  smaller  companies, —  the 
Dorchester.  But  the  holders  of  gas  stocks  generally  asked 
such  high  prices  that  these  "  owners  "  were  never  able  to 
procure  shares  in  sufficient  quantity,  at  advantageous 
prices,  to  deposit  them  under  the  $1,000,000  rule.  Con- 
sequently, no  other  companies  have  ever  been  brought 
under  the  terms  of  these  agreements ;  and  the  stocks  of  the 
Dorchester  Company  were  held  as  an  asset  of  the  Bay  State 
Company  of  Delaware,  which  these  "owners"  control. 

The  remaining  $2,000,000  of  this  possible  issue  could 
be  put  out  under  either  one  of  two  conditions :  First,  by 
the  deposit  by  the  owners  with  the  trustee  of  any  bonds 
or  stocks  which,  in  the  opinion  of  Brown  Brothers 
(bankers)  of  New  York,  justified  such  an  issue,  the  trustee 
might  issue  $1,000,000  more  of  the  bonds.  Second,  if,  in 
the  opinion  of  the  same  referees,  the  value  of  the  property 
represented  by  the  stocks  already  in  trust  should,  because 
of  improvements,  justify  it,  the  trustee  might  issue  bonds 
to  represent  such  increased  value.  Under  this  last  pro- 
vision, additional  issues  have  from  time  to  time  been  made, 
amounting  in  all  to  $1,000,000. 

Still  farther,  when  the  legislature  of  Massachusetts  in 
1898  destroyed  and  caused  to  be  cancelled  the  obligation 
for  $4,500,000,  it  allowed  the  Bay  State  Company  of 
Massachusetts  to  issue  additional  stock  to  the  extent  of 
$1,500,000,  bringing  the  stock  of  this  company  up  to 
$2,000,000,  the  value  of  the  property  of  the  company  at 
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that  time  as  judicially  determined.  The  trust  agree- 
ments allowed  the  Bay  State  Company  of  Delaware, 
which  received  this  additional  stock  of  the  Bay  State 
Company  of  Massachusetts  in  exchange  for  the  obligation, 
to  deposit  the  stock  with  the  trustee.  Thereupon  the 
trustee  issued  $1,000,000  of  Boston  United  Gas  Bonds, 
first  series.  This  brought  the  total  issue  of  this  series  up 
to  $9,000,000,  the  amount  now  outstanding. 

The  agreement  for  the  issue  of  $4,000,000  second  series 
Boston  United  Gas  Bonds  is  of  even  date  with  the  other, 
and  offers  but  little  of  interest  in  this  connection.  It  is, 
in  general,  the  same  as  the  agreement  for  the  first  series, 
except  that  the  second  series  is  subject  to  the  first  series 
as  a  prior  lien.  After  setting  forth  that  the  owners 
needed  $4,000,000  additional  money  to  complete  the 
transactions  referred'  to  in  the  first  agreement,  provision 
is  made  for  this  issue.  Of  the  $4,000,000  the  trustee 
agrees  to  deliver  $3,000,000  with  the  first  instalment  of 
the  first  series.  So  much  was  done.  The  remaining 
$1,000,000  has  never  been  issued ;  for  this  portion  of  the 
issue  was  made  dependent  upon  the  deposit  of  a  majority 
of  the  shares  of  the  Cambridge  Company,  and  the  holders 
of  the  stock  of  that  company  have  never  been  willing  to 
sell  at  what  the  Bay  State  interests  regarded  as  reason- 
able prices.  This  gives,  therefore,  a  total  issue  of  the 
trust  certificate  bonds  of  $9,000,000  first  series  and 
$8,000,000  second  series, —  the  maximum  amount  ever  put 
out,  and  all  still  outstanding. 

The  trust  agreements  expressly  provide  that  nothing 
shall  ever  be  done  under  them  to  hinder  in  any  manner 
any  one  of  the  corporations  from  fulfilling  all  of  its  corpo- 
rate duties  to  whomsoever  owed.  The  trustee  agrees  at 
all  elections  of  directors  to  vote  for  persons  whose  names 
are  suggested  by  the  owners,  and,  in  the  absence  of  any 
such  designation,  to  vote  for  persons  whose  names  are 
suggested  by  at  least  one-third  in  interest  of  the  certificate 
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holdeiSy  and,  in  case  it  becomes  necessary,  agrees,  further, 
that  he  will  transfer  a  sufficient  number  of  shares,  not 
exceeding  ten,  to  qualify  any  such  person  for  the  office 
of  director.  The  owners  bind  themselyes,  their  assigns 
and  the  directors  elected  upon  their  nomination,  never  to 
place  liens,  mortgages,  or  floating  debt  upon  the  property 
of  the  companies,  and  neyer  to  allow  the  capital  stock  of 
any  of  the  companies  to  be  increased  except  upon  condi- 
tion that  such  portion  of  the  new  shares  be  deposited  with 
this  trustee  as  to  make  the  proportion  of  all  the  stock  in 
trust  as  great  as  at  present.  The  owners  further  bind 
themselyes  to  sign  and  execute  any  other  contracts  or 
agreements  necessary,  or  deemed  necessary  by  the  trustee, 
to  carry  out  all  the  purposes  of  the  trust.  In  case  of  the 
alienation  of  any  real  estate  or  other  property  of  any  of 
the  companies,  the  proceeds  of  such  sale  must  be  applied 
in  full  to  the  purchase  of  other  similar  property  needed  by 
the  company,  or  be  handed  oyer  to  the  trustee,  to  be  ap- 
plied to  the  sinking  fund  to  pay  the  principal  of  the  trust 
certificate  bonds. 

Upon  these  terms  the  trustee  agrees  to  receiye  from  time 
to  time  all  diyidends  and  profits  upon  the  stocks  deposited, 
and,  after  deducting  his  own  compensation,  together  with 
all  taxes  and  other  expenses  of  administering  the  trust,  to 
provide  a  sinking  fund  sufficient  to  pay  each  year,  after 
1894,  an  amount  of  the  principal  of  the  debt  equal  to  at 
least  one  per  cent,  of  the  total  debt  created  by  the  trust. 
After  all  of  these  payments  are  made,  the  trustee  agrees  to 
apply  the  remainder  of  the  profits  of  these  stocks  first  to 
the  payment  of  the  interest  in  full  of  the  trust  certificate 
bonds,  and  then  to  deliver  to  the  owners  any  surplus  re- 
maining in  his  hands.  The  owners  on  their  part  agree  at 
any  and  all  times  to  make  good  any  deficits  that  may  arise 
in  the  funds  necessary  to  meet  sdl  the  above  payments, 
and  to  cany  out  in  full  any  and  all  other  purposes  of  the 
trust. 
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Careful  provision  is  made  for  closing  up  the  trust  in 
case  of  default  in  interest  or  sinking  fund.  If  any  interest 
coupon  remain  due  and  unpaid  for  three  months,  the  trustee 
nwy,  and  upon  the  request  of  the  holders  of  one-fourth  in 
amount  of  the  certificates  must,  declare  the  principal  of 
the  debt  due ;  and,  if  for  any  reason,  at  any  time,  the  prin- 
cipal remains  due  and  unpaid  for  a  period  of  thirty  days, 
the  trustee  may,  and  upon  the  request  of  one-fourth  in 
interest  of  the  certificate  holders  must,  proceed  to  sell  the 
stocks  and  property  held  in  trust  by  him  for  the  benefit  of 
all  the  certificate  holders,  equally.  But  all  the  stocks 
must  be  sold  together  in  one  block.  The  trustee,  upon 
the  request  of  the  holders  of  one-fourth  of  the  certificates 
in  amount,  is  required  to  bid  in  the  stocks  at  such  sale 
on  behalf  of  all  the  certificate  holders ;  but  the  price  paid 
shall  not  exceed  the  amount  of  certificates  then  outstanding. 

Elaborate  provision  is  made  for  replacing  the  trustee  in 
case  of  removal  or  resignation.  The  trustee  is  removable 
by  the  certificate  holders  at  any  meeting  duly  called  for 
that  purpose,  provided  a  majority  of  those  present  vote  for 
such  removal,  and  that  such  majority  represent  at  least 
one-tenth  in  interest  of  the  certificates. 

As  already  indicated,  the  owners,  even  before  the  exe- 
cution of  the  trust  agreements,  but  really  as  a  part  of  the 
trust  arrangements,  had  entered  into  contracts  to  sell  all 
their  interests  in  the  stocks  of  the  Boston  gas  companies 
to  the  Bay  State  Gas  Company  of  New  Jersey.  This  sale 
was  subject  only  to  the  terms  of  the  trust  agreements, 
which  at  that  time  had  been  drawn  and  were  merely 
awaiting  execution.  The  consideration  given  by  the  Gas 
Company  for  these  stocks  consisted  of :  (1)  paid-up  capital 
stock  of  the  Gas  Company  to  the  amount  of  $995,000,  being 
all  but  $5,000  of  the  capital  stock  at  that  time  authorized ; 
(2)  $5,000,000  additional  stock  of  the  Gas  Company  when 
the  capital  stock  should  be  increased  to  $6,000,000,  such 
increase  having  already  been  planned,  being  authorized  by 
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vote  of  tlie  directors  on  July  10, 1889 ;  (3)  the  complete 
issue  of  the  trust  certificate  bonds,  first  and  second  series, 
as  provided  in  the  trust  agreements.  For  these  consid- 
erations Messrs.  Addicks  and  Dillaway  assigned  to  the 
New  Jersey  Company  all  their  right,  title,  and  equity  in 
the  stocks  of  these  four  Boston  gas  companies.  It  will 
not  escape  observation  that  by  this  sale  these  private 
** owners"  became  the  corporate  "owners"  of  virtually 
the  whole  stock  of  the  New  Jersey  Company,  which,  of 
course,  by  this  contract  assumed  all  the  obligations  of  the 
owners  under  the  trust  agreements.  The  first  series  of 
trust  certificate  bonds  was  protected  by  allowing  the 
holders  of  these  bonds  to  attend  all  meetings  of  the  stock- 
holders of  the  Gas  Company,  and  to  vote  at  the  same  at 
the  rate  of  one  vote  for  each  $200  in  bonds.  The  propor- 
tion of  the  total  voting  power  of  the  company  granted  to 
these  bondholders  was  to  be  maintained  in  case  the  com- 
pany issued  additional  stock  or  gave  voting  power  to  any 
other  securities.  This  provision  was  not  likely  to  throw 
the  balance  of  voting  power  into  the  hands  of  the  bond- 
holders. For  it  was  based  on  a  share  capital  of  $6,000,- 
000,  all  held  by  the  same  parties,  who  could,  by  a  very 
small  holding  of  bonds,  control  the  action  of  the  com- 
pany, even  if  the  whole  $12,000,000  of  first  series  bonds 
should  be  issued.  But  it  was  highly  improbable  from 
the  first  that  so  large  an  amount  of  bonds  as  $12,000,000 
would  ever  be  put  out. 

In  August,  1889,  Messrs.  Addicks  and  Dillaway  entered 
into  a  contract  with  the  Bay  State  Gas  Company  of  Dela- 
ware, by  which  that  company  acquired  the  $996,000  of 
stock  in  the  New  Jersey  Company,  together  with  any 
additional  stock  to  be  issued  under  the  agreement  of 
March  18, 1889,  as  well  as  all  the  other  rights,  title,  and 
interest  of  Messrs.  Addicks  and  Dillaway  in  that  agree- 
ment. 

This  particular  chain  of  contracts,  in  which  these  two 
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persons,  acting  as  one  party,  were  contracting  with  them- 
selves, was  brought  to  a  close  by  an  agreement  between 
the  Bay  State  Gas  Company  of  New  Jersey  and  the  Bay 
State  Gas  Company  of  Delaware,  under  date  of  April  9, 
1890.  By  the  terms  of  this  contract  the  New  Jersey  Com- 
pany assigned  all  its  rights,  title,  interest,  and  equities  in 
the  Boston  gas  stocks  and  in  all  the  above-mentioned  con- 
tracts and  agreements  to  the  Delaware  Company,  which  in 
its  turn,  of  course,  assumed  all  the  debts,  agreements, 
contracts,  and  obligations  of  the  New  Jersey  Company. 
The  Delaware  Company  thereby  became  responsible, 
among  other  things,  for  the  principal  and  interest  of  the 
trust  certificate  bonds.  The  nominal  consideration  given 
by  the  Delaware  Company,  as  appears  from  the  face  of  the 
contract,  was  (1)  the  sum  of  1150,000  which  the  Delaware 
Company  had  previously  lent  to  the  New  Jersey  Company, 
and  (2)  one-tenth  of  1  per  cent,  on  the  share  capital  of  the 
New  Jersey  Company  for  the  time  being,  plus  f  1,000, 
both  to  be  paid  annually  on  January  1.  This  payment 
was  apparently  required  for  the  purposes  of  meeting  the 
expense  of  maintaining  the  corporate  organization,  and 
possibly  for  paying  some  corporate  salaries. 

It  will  be  observed  by  one  who  has  followed  all  the 
previous  steps  that  Messrs.  Addicks  and  Dillaway, 
whether  contracting  under  one  name  or  another,  have 
always  as  a  single  party  represented  both  sides  in  every 
contract.  With  the  closing  of  this  last-mentioned  con- 
tract, we  reach,  after  a  multiplicity  of  such  contracts 
covering  a  series  of  about  six  years,  a  comparatively 
simple  stage  in  these  affairs.  To  sum  up  the  situation, 
we  find  a  majority  of  the  stocks  of  four  of  the  Boston  gas 
companies  held  in  trust  for  the  Bay  State  Gas  Company 
of  Delaware,  which  stands  bound  to  pay  the  interest  and 
principal  of  $12,000,000  of  trust  bonds  as  well  as  all  other 
expenses  of  the  trust.  This  Delaware  Company  has  also 
complete  control  of  all  the  subsidiary  companies,  and  of 
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the  obligation  for  $4,500,000  issued  by  the  Bay  State  Gas 
Company  of  Boston,  and,  as  such  owner,  is  entitled  to  the 
dividends  and  interest  that  may  be  drawn  from  the  same. 
Let  us  now  retrace  our  steps  a  little,  to  see  what  the 
Boston  Gas  Syndicate  cost.  The  trustees  of  the  Syndicate 
received  each  a  salary  of  $2,500  per  year,  and,  jointly,  2 
per  cent,  commission  on  all  the  funds  disbursed  by  them. 
The  cost  of  putting  the  stocks  in  trust  up  to  April  11, 
1889,  according  to  the  books  of  the  Syndicate,  amounted, 
in  all,  to  $277,712.82,  divided  as  follows :  — 

CommiMions $188,461.50* 

Salaries 66,657.65 

Office  azpenditnie 16,301.02 

Legal  expesMS 6,292.65 

Total $277,712.82 


It  may  be  remarked,  in  passing,  that  this  is  equal  to 
6.62  per  cent,  on  the  share  capital  of  all  the  companies 
now  in  the  trust,  including  the  Bay  State  Company,  which 
was  not  in  considerable  operation  until  after  July  1, 1890. 
If  the  Bay  State  Company  be  excluded,  it  makes  about 
7.84  per  cent,  on  all  the  stocks  involved.  From  another 
point  of  view,  this  item  amounts  to  a  little  more  than  69.2 
per  cent,  of  the  net  earnings,  or  82.5  per  cent,  of  the  total 
dividends  paid  in  1887t  by  all  the  companies  concerned. 

The  trust  may  fairly  be  said  to  have  been  completed 
with  the  listing  of  the  first  portion  of  Boston  United  Gras 
Bonds  on  the  New  York  Stock  Exchange,  July  81, 1889. 
The  par  value  of  the  stocks  of  the  combined  companies 

*  Hie  eommiarioDS  were  on  disbunemenia  iirespeoixre  of  the  aonroe  from 
which  fundi  were  obtained.  This  item,  therefore,  indndee  a  oomnuasion  of 
t9,142JX)  on  the  stock  of  the  Dorchester  Goiiq>an7.  The  stocks  of  this  company 
were  deposited  fm  collateral  for  the  purchase  money  for  them  at  $125  per  share. 
The  equity  in  them,  as  already  indicated,  belongs  to  the  Bay  State  Gas  Company 
of  Delaware. 

t  Hie  accounts  of  aU  ICassaohusetts  gas  companies  are,  by  law,  dosed  on 
June  30  of  each  year.  AU  references  are  to  fiscal  years,  ending  on  June  90  of 
the  year  named,  unless  calendar  years  are  specifically  mentioned. 
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wa49  $4,040,000,  with  minority  shares,  to  the  extent  of 
$52,000,  in  all  remaining  outside  the  trust.  The  companies 
had  at  that  time  quiok  assets  estimated  at  $1,000,000,  with 
no  indebtedness  except  the  obligation  for  $4,500,000  of  the 
Bay  State  Company  and  a  floating  debt  of  about  $50,000 
on  the  South  Boston  Company. 

Ab  a  basis  for  future  discussion,  it  seems  desirable,  even 
at  the  risk  of  repetition,  to  digress  somewhat,  in  order  to 
consider  more  fully  the  probable  cost  of  the  works  of  the 
Bay  State  Company  of  Massachusetts.  I  make  no  preten- 
sions to  any  exact  knowledge  on  this  point.  The  estimate 
of  $750,000  (apart  from  patent  rights,  carried  on  the 
books  at  $250,000*)  was  avowedly  put  forth  as  an  estimate 
only,  based,  however,  on  all  available  evidence.  Certainly, 
no  other  point  was  more  seriously  considered  in  the  inves- 
tigation of  1898  than  this  one.  The  opponents  of  the 
company  put  two  expert  witnesses  on  the  stand,  who 
agreed  substantially  on  a  figure  somewhat  less  than  that 
given  above.  The  president  and  chief  counsel  of  the  Bay 
State  Company,  who  were  at  the  same  time  also  president 
and  chief  counsel  of  the  Construction  Company  that  built 
the  works,  wished  the  impression  to  prevail  that  the  prop- 
erty cost  the  Construction  Company  from  $2,000,000  to 
$3,000,000.  But  they  refused  absolutely  to  produce  the 
books  and  accounts  of  the  Construction  Company,  which 
were  beyond  the  jurisdiction  of  the  committee,  being  out- 

*  Theie  patents  Beem  to  have  oome  into  the  poosesiion  of  the  Bay  State  in- 
teieetB,  partly  as  a  bonus,  or  part  consideration  of  the  price  of  $150  a  share, 
paid  by  the  Boston  Gas  Syndicate  for  the  stock  of  the  Sonth  Boston  Company 
in  1887,  and  partly  by  sale  or  assignment  to  the  Bay  State  Company  by  the 
Beacon  Construction  Company,  July  25, 1885,  for  $250,000  of  certain  patents 
procured  from  the  Gkw-works  Construction  Company.  The  patents  appear 
later  to  have  been  held  in  the  name  of  the  Syndicate,  the  Bay  State  Company 
of  Boston,  or  the  Bay  State  Company  of  Delaware,  as  suited  the  conrenienoe  of 
the  interested  parties.  Of  this  asset,  Mayor  Matthews  said,  after  ezamininsr 
all  the  books  and  accounts  of  the  company,  **  There  is  not  an  entry  on  the  books 
of  the  Bay  State  Gas  Company  of  Massachusetts  to  show  that  they  ever  paid  a 
dollar  for  patents  " ;  and,  again,  "  There  are  patents  in  their  assets,  but  there  is 
nothing  in  their  books  to  show  that  they  ever  paid  a  dollar  for  them."  Irwes- 
tigaHtm  qfl9&3,  p.  460. 
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side  the  State.  These  would  have  been  conclusive  evi- 
dence on  the  point,  and  of  course  would  have  been 
produced  if  those  in  charge  of  them  had  deemed  it  in  their 
interest  to  produce  them.  The  Bay  State  interest  not 
only  refused  to  produce  this  conclusive  evidence  in  their 
hands,  but  also  declined  to  call  any  expert  witnesses,  al- 
though they  had  such  a  witness  at  the  investigation,  to  be 
used  in  case  of  an  emergency.  When  the  president  and 
chief  owner  of  both  the  Gas  Company  and  the  Construc- 
tion Company  was  on  the  witness-stand,  he  insisted  that 
his  memory  was  a  complete  blank  as  far  as  the  cost  of  the 
works  was  concerned.  While,  therefore,  it  has  never  been 
demonstrated  that  the  Bay  State  works  did  not  cost  more 
than  $750,000,  it  is  indisputable  that  those  pretending 
that  they  cost  something  like  $3,000,000  preferred  that 
the  only  evidence  submitted  to  the  committee  should  go 
to  show  that  they  cost  less  than  three-quarters  of  a  mill- 
ion dollars  rather  than  to  have  the  exact  cost  known. 

These  facts,  under  all  the  circumstances,  and  especially 
in  view  of  the  well-known  leniency  of  the  American  public 
towards  overcapitalization  in  moderate  quantities,  estab- 
lish a  strong  presumption  against  a  cost  greatly  in  excess 
of  the  estimate  already  given.  To  these  considerations 
should  be  added,  for  what  they  are  worth,  the  figures  from 
the  various  sworn  returns  made  by  the  company  to  the 
State.  It  should  not  escape  notice,  also,  that  the  pretence 
that  the  works  cost  between  $2,000,000  and  $3,000,000 
was  never  put  forth  by  the  interested  parties  cognizant  of 
all  the  facts  in  the  case  as  a  specific  statement  of  truth, 
but  as  an  ambiguous  suggestion  or  insinuation.  For  ex- 
ample, when  the  attorney  for  the  company  in  his  argument 
in  1893  came  to  discuss  the  evidence  on  this  point,  he  con- 
fined himself  wholly  to  making  an  attack  upon  the  char- 
acter of  the  witnesses  as  experts  and  to  impugning,  in 
general,  the  motives  of  the  prosecution.  At  this  point  he 
also  came  dangerously  near  to  an  admission  that  the  claim 
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of  the  opposition  was  correct  when  he  said,*  "  It  is  con- 
ceded, and  the  evidence  before  you  shows,  that  the  gas 
plant  did  not  cost  the  contractors  who  built  it  $4,950,000 
in  casLf  It  is  claimed  upon  the  one  side  that  it  cost  less 
than  $1,000,000;  and  it  is  claimed  by  us  that  upon  the 
evidence,  if  it  is  material  to  be  considered  at  all,  it  cost 
between  two  millions  and  a  half  and  three  millions  of 
dollars  in  stocks  and  bonds.^^  f  In  another  place  he  says, 
^^  The  worst  view  that  can  be  taken  against  the  company 
shows  that  they  [the  works]  must  be  taken  to  have  cost, 
without  estimating  the  patents,  over  one  million  dollars." 
Some  light  is  also  thrown  on  the  estimate  of  $8,000,000  by 
the  evasive  testimony  of  Mr.  Samuel  Little,  one  of  the 
trustees  of  the  Syndicate.  On  the  witness-stand,  he  de- 
clared the  plant  of  the  Bay  State  Company  worth  three 
million  dollars.  He  was  then  asked  the  following  ques- 
tion: ^^When  you  say  it  was  worth  three  million  dollars, 
you  mean,  if  you  could  have  the  gas  plant  to  work  with 
the  franchises  and  everything  connected  with  it,  that  you 
could  earn  an  income  on  three  million  dollars  ?  "  To  this 
he  answered,  ^^Yes,  sir."  Reference  should  be  made  at 
this  point  to  the  petition  to  the  New  York  Stock  Exchange 
to  list  the  first  series  of  trust  certificate  bonds,  which  is 
interesting  also,  as  showing  us  on  what  vague  and  indefinite 
statements  the  public  is  expected  to  invest  in  securities. 
This  document,  after  describing  the  stocks  on  which  the 
bonds  are  based  and  stating  with  substantial  accuracy  how 
much  had  been  paid  for  them,  about  eight  and  one-half 
million  dollars,  adds :  ^'  The  Bay  State  Company  of  Massa- 
chusetts has  built  the  finest  water  gas  works  in  the  coun- 
try, which  have  been  valued  at  $3,000,000.  The  cash  cost 
of  the  property  underlying  these  $7,000,000  of  bonds  is 
therefore  considerably  over  $10,000,000,  and  the  properties 
are  worth  an  earning  capacity  very  much  beyond  their 
cost."    As  a  matter  of  fact,  the  property  of  this  company 

*  InvetHigcaion  (^  1893,  pp.  511,  624.      f  The  Italios  are  not  in  the  original. 
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was  assessed  May  1, 1889,  at  $501,800 ;  and  the  only  other 
Taloation  put  upon  it  up  to  that  time  was  by  its  owners 
for  adyertising  purposes.  It  is  true  that  four  and  one- 
half  years  later,  after  considerable  additions  had  been  made 
to  the  plant,  when  the  legislature  wiped  out  the  obliga- 
tion for  $4,600,000,  the  value  of  the  works  was  judicially 
appraised  at  $2,000,000.  The  present  writer  has  no  data 
for  estimating  the  value  of  the  additions  referred  to.  The 
character  of  the  commissioners  of  the  court  which  fixed 
this  valuation  was  entirely  above  reproach  or  suspicion. 
The  commissioners  were  instructed  not  to  include  any 
value  for  the  franchise ;  yet,  so  far  as  I  can  find  out,  they 
had  to  place  a  value  upon  these  works  without  having 
access  to  the  books  and  accounts  of  the  Construction 
Company  that  built  them.  At  that  time  the  companies 
were  actually  combined,  and  the  act  under  which  this 
valuation  was  made  was  conclusive  evidence  that  it  was 
not  the  intention  of  the  legislature  to  interfere  further 
with  the  combination  to  the  injury  of  the  stockholders. 
But  every  one  knows  that  the  property,  so  managed,  was 
worth  very  much  more  than  the  same  property  would 
have  been  with  each  company  acting  indepcDdently.*^ 
Furthermore,  the  commissioners  were  appointed  to  deter- 
mine ^^  the  actual  market  value  of  said  company,  •  .  .  not 
including  therein  any  value  for  its  franchises,"  and  not 
the  original  cost  of  the  property  to  the  Construction  Com- 
pany. Is  it  not  possible,  therefore,  that  the  valuation  of 
$2,000,000  placed  upon  the  property  October  30,  1898, 
was  much  higher  than  the  same  commissioners  would 
have  placed  upon  exactly  the  same  tangible  property  if 
the  earning  power  of  the  company  had  been  much  less 

^Thoae  in  oontrol  of  the  oombinatioii  estiinated  that  operatiiig  the  com- 
paniee  in  hannony  would  save  $200,000  in  the  expense  per  annnm.  This  esti- 
mate  is  not  baaed  on  the  supposition  that  the  oompanies,  if  not  combined, 
woold  be  engaged  in  aotoal  competition,  bnt  mther  that  they  wonld  be  operated 
separately  with  a  diTinon  of  tenitoiy,  as  was  the  case  before  the  combination.. 
IfwesHf/ation  <2^1893,  Appendix,  p.  hcai. 
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than  it  was  because  of  actual  or  prospectiYe  competition 
with  the  other  companies?* 

Let  us  return  from  this  digression.  In  the  light  of  all 
the  evidence  we  must  conclude  that  those  in  control  of  the 
combined  companies  had  at  that  time  invested  in  the 
enterprise  (at  what  to  many  people,  it  is  true,  seemed 
exorbitant  prices)  somewhere  between  nine  and  ten 
million  dollars  when,  upon  such  a  property  they  planned 
an  issue  of  $17,000,000  of  foreign,  or  extrsrstate,  capitali- 
zation. They  were  well  aware  that  the  three  active  com- 
panies occupying  the  whole  field  now  held  by  the  combi- 
nation paid  in  dividends  for  the  three  years  1886-1888  a 

*  The  tax  aasesBon  in  Boston  are  geneiaUy  anppoeed  to  live  reasonably  np 
to  the  law  leqniring  them  to  asseBB  all  property  at  its  fair  market  yalne.  If 
the  jndioial  Talnation  of  $2,000,000  on  the  property  of  the  Bay  State  works 
was  not  ezoessiTe,  it  seems  strange,  espeoiaUy  after  the  hostility  against  the 
company  created  by  the  investigation,  that  the  company  should  have  sno- 
oeeded  in  keeping  its  tax  assessment  so  low  as  it  did  for  so  many  years  after- 
wards. Remembering  that  until  NoTember,  1893,  the  Bay  State  Company  had 
8500,000  share  capital  and  the  $4,500,000  obligation,  and  after  that  date  had 
$2,000,000  of  share  capital  and  no  debts,  and  that  daring  the  whole  period 
under  consideration  the  Boston  Company  had  $2,500,000  in  share  capital  and 
no  debts,  let  us  make  a  comparison  *of  the  value  of  the  property  of  the  two 
companies  for  purposes  of  taxation.  The  figures  will  be  doubly  interesting, 
when  we  come  to  discuss  the  earnings  of  the  two  companies,  if  we  add  the 
dividends  and  interest  to  this  table.  The  aasessments  are  as  of  May  1,  each 
year ;  the  dividends  and  interest  for  the  fiscal  year  ending  on  June  30,  in  each 
esse.    The  figures  are  as  follows :  — 

Dividsnds  and 

Valuation  Bay  VcUuaticn  interest  Say  DividmuU 

Tear.  State  Co.  Boston  Co.  State  Co.  Boston  Co. 

1888 $76,000  $4,124,900  $200,000 

1887 202.000  4,260,100  260,000 

1888 202,000  4,269,100  250,000 

1889 801,900  4,869,100  267,000 

1890 626,800  4,361,000  $100,000.00*  260,000 

1891 626,800  4,866,800  600,000.00*  187,600 

1892 631,600  4,467,200  4.'H),000.00»  260,000 

1898 661,600  4,616,900  487,600.00*  210,000 

1894 661,500  4,648,400  881,282.87  b  250,000 

1896 821,600  4,648,600  170,000.00  287,600 

1896 1,022,600  4,666,800  200,000.00  226,000 

*  The  figures  are  taken  from  the  annual  reports  of  tbe  Gas  Gommlsslon.  They 
differ  slightly  from  those  given  In  the  Beport  of  the  Investiffotion  of  1883,  pp.  47 
and  54.    The  probability  is  that  those  given  above  are  correct.    QT.  note,  p.  41. 

b  In  this  case  I  have  not  the  data  at  hand  to  distribute  the  dividend  through- 
out the  year.  Therefore,  taking  the  total  paid  on  the  stock  for  the  year,  I  assume 
that  the  dividend  was  uniform  and  that  the  obligation  for  $4,600,000  drew  interest 
at  the  same  rate  for  the  exact  portion  of  the  year  it  remained  outstanding. 
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total  of  but  $947,000,  or  an  average  of  $815,666  per  year; 
while  to  pay  the  interest  on  the  trust  certificate  and  in- 
come bonds  at  the  agreed  rates  and  5  per  cent,  on  the 
stock  of  the  Delaware  Company  would  require  about  three 
times  this  amount,  or  $890,000  per  year. 

No  statute  forbade  the  raising  of  the  price  of  gas  to  the 
public,  or  the  distributing  of  more  than  10  per  cent,  divi- 
dends regularly  on  the  stocks  of  the  Boston  gas  companies. 
But  those  who  formed  the  combination  did  so  with  the 
full  knowledge  that  a  tradition  stronger  than  any  statute 
fixed  10  per  cent,  as  a  general  maximum  dividend,  and 
that,  having  gained  admission  to  Boston  solely  on  the 
strength  of  the  promise  to  give  the  public  cheaper  gas,  it 
would  be  impossible  to  raise  materially  the  price  of  gas  in 
Boston  at  a  time  when  gas  prices  everywhere  else  were 
rapidly  declining.  It  was  perfectly  plain  to  everybody 
concerned  that  any  attempt  to  raise  the  price  would  cause 
appeals  to  the  legislature  and  the  Gas  Commission  for 
investigation,  regulation,  and  lowering  of  the  price  of  gas. 

Therefore,  if  those  who  brought  about  the  "harmonious 
relations  "  of  these  companies  were  to  reap  anything  more 
than  large  personal  salaries  *  and  counsel  fees  as  a  result 
of  their  years  of  effort,  two  things  were  necessary :  first,  a 
great  increase  of  net  earnings  from  the  use  of  water  gaa 
and  economy  of  administration;  and,  second,  a  turning 
of  all  the  surplus  earnings  of  all  the  companies  into  the 
treasury  of  the  Bay  State  Company  of  Massachusetts,  to 
go  to  the  treasury  of  the  Bay  State  of  Delaware  in  the 
guise  of  interest  on  the  $4,500,000  obligation,  and  then  to 
be  transformed  once  more  into  the  form  of  interest  and 
dividends  on  the  foreign  capitalization.    It  now  becomes 

*  The  amnial  salaries  and  directors'  allowances  of  the  four  combined  oom- 
paniea  were  in  1887  bnt  $18,900.  After  the  consolidation  they  rose  to  $60,930. 
I  hays  not  the  data  at  hand  to  apportion  this  among  the  different  officers ;  but 
the  salary  of  the  president,  who  was  of  course  the  chief  owner,  was  $25,000. 
It  was  said  by  opposing:  oonnsel,  and  not  denied,  that  the  brother  of  the  presi- 
dent reoei-ved  also  $25,000  as  treasurer  of  all  the  companies ;  but  this  seems 
improbable. 
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plain,  if  we  take  into  view  the  statutes  and  also  the  tradi- 
tions of  Massachusetts,  why  this  multiplicity  of  companies 
had  been  necessary,  and  also  what  the  exact  function  to 
be  performed  by  the  obligation  for  $4,600,000  was.  If  the 
net  profits  of  all  the  companies  did  not  exceed  10  per  cent, 
on  the  share  capital,  allowing  for  the  dividends  on  the 
minority  shares,  there  would  be  but  $898,700  to  pay 
interest  on  the  Boston  United  Gas  Bonds,  leaying  an 
annual  deficit  on  this  account  alone  of  $101,300,  with 
nothing  whatever  for  the  stock  and  bonds  of  the  Delaware 
Company.  The  problem  was,  therefore,  virtually  to  triple 
the  earnings  from  this  gas  field,  and  to  turn  all  the 
surplus  into  the  Bay  State  treasury. 

Even  before  the  technical  completion  of  the  trust,  the 
diversion  of  surplus  began.  The  Boston  Gas  Syndicate 
declared  an  extra  cash  dividend  of  $150,000,  or  25  per 
cent.,  on  the  stock  of  the  Roxbury  Company  on  February 
19, 1889,  and  thus  got  rid  of  the  accumulated  cash  of  that 
company. 

When  the  companies  had  been  brought  into  harmony, 
they  elected  substantially  identical  boards  of  directors,  and 
moved  the  business  all  into  one  set  of  offices,  as  soon  as 
practicable,  in  view  of  unexpired  leases  and  contracts. 
The  next  step  was  to  sell  water  gas  patents  to  the  subject 
companies.  On  this  account  the  Bay  State  interests  took 
from  the  treasury  of  the  Boston  Company  $150,000,  from 
that  of  the  Roxbury  Company  $50,000,  and  from  that  of 
the  South  Boston  Company  $25,000.  The  whole  history 
of  the  Bay  State  Company  shows  that  when  its  directors 
sold  to  themselves,  as  directors  of  the  other  companies, 
these  licenses,  or  patent  rights,  they  had  no  intention  of 
allowing  these  companies  to  make  any  use  of  the  rights, 
but  fully  intended  to  manufacture  gas  in  the  Bay  State 
works,  and  sell  it  to  the  other  companies  as  soon  as  the 
Bay  State  plant  was  capable  of  supplying  the  demands  of 
the  field.    It  will  be  recalled  in  this  connection  that  the 
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Bay  State  Company  sold  no  gas  to  consumers  until  about 
July  1,  1891,  and  that,  having  in  all  less  than  sixteen 
miles  of  street  mains,  its  sales  to  consumers  since  have 
necessarily  been  insignificant.  As  a  matter  of  fact,  the 
Roxbury  company  ceased  to  manufacture  any  gas  what- 
ever before  it  bought  the  rights,  and  its  plant  remains 
shut  down  to  this  day.  For  the  vote  of  the  directors 
authorizing  the  purchase  of  the  rights  was  passed  on 
April  24,  1890;  while  a  committee  of  the  directors  was 
appointed  June  20, 1889,  to  consider  the  advisability  of 
closing  the  works  and  buying  gas  of  ^*  some  other  com- 
pany." Upon  the  recommendation  of  this  committee, 
such  purchase  of  gas  was  authorized  July  12,  1889,  or 
nearly  a  year  before  the  purchase  of  the  patents.  The 
closing  down  of  the  works  was  a  gradual  process ;  and  it 
was  not  until  about  July  1, 1892,  that  the  works  of  this 
and  the  Dorchester  Company  were  completely  and  per- 
manently closed  down.*  The  Boston  Company  made  no 
attempt  to  manufacture  any  water  gas  until  April,  1898, 
when  the  increasing  demands  of  the  field  had  outrun  the 
capacity  of  th^  existing  plants.  The  attempted  justifica- 
tion of  this  sale  of  patents  by  the  Bay  State  party  to  those 
under  its  control  appears  in  large  measure  untenable. 
The  claim  put  forth  was,  first,  that  the  corporations  had 
to  be  kept  legally  separate,  and  that  each  one  had  at  all 
times  to  be  prepared,  in  case  of  necessity,  to  act  inde- 
pendently; and,  in  the  next  place,  that  the  companies 
could  not  distribute  water  gas  made  by  the  Bay  State 
Company  without  these  patents.  This  last  point  has  never 
been  adjudicated ;  but,  so  far  as  the  present  writer  has 
been  able  to  ascertain,  the  patents  are  all  for  some  manu- 
facturing process,  and  it  is  difficult  to  see  why  any  license 
should  be  necessary  to  distribute  gas  legally  made  by  these 
patent  processes  and  once  sold. 

*  The  South  Boston  Company  oontinaed  to  mannf  aotnre  coal  gas  longer 
than  any  other  of  the  oaptive  oompamee.  It  has  made  no  gas  of  any  kind  sinee 
the  middle  of  1895. 
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The  inter-company  sales  of  gas  furnish  one  of  the  chief 
means  of  accomplishing  the  main  object  of  the  Bay  State 
Company,  and,  therefore,  demand  our  careful  attention. 
It  should  be  borne  in  mind  that,  although  the  Bay  State 
works  were  tested  as  early  as  December,  1887,  and, 
although  the  contract  for  constructing  them  was  accepted 
as  completed  in  March,  1889,  the  company  had  no  right  to 
distribute  the  only  gas  it  could  manufacture  until  after 
the  act  of  1888.  In  fact,  the  act  of  1888  merely  authorized 
the  Gas  Commission,  under  certain  conditions,  to  license 
the  distribution  of  gas  containing  more  than  10  per  cent, 
of  carbonic  oxide,  and  the  Bay  State  Company  took  out  no 
license  under  the  act.  When  in  the  spring  of  1890  the 
legislature  formally  repealed  the  10  per  cent,  limit,  and 
thus  for  the  first  time  opened  the  way  for  the  unrestricted 
sale  of  water  gas,  the  Bay  State  Company  was  still  a 
financial,  and  not  a  manufacturing  company.  At  this  time, 
moreover,  it  had  no  distributing  system  whatever.  It 
could  not,  therefore,  before  this  time  have  done  any  gas 
business,  even  in  the  absence  of  legal  prohibitions,  until  it 
had  command  of  the  distributing  systems  of  the  other 
companies.  The  manufacturing  operations  of  the  com- 
pany may  be  said,  practically,  to  have  begun  after  the 
act  of  1890.*  This  is  about  a  year  after  the  completion 
of  the  trust,  and  more  than  a  year  after  the  work  of  the  con- 
tractor was  accepted  as  complete.  For,  although  the  speci- 
fications called  for  a  manufacturing  capacity  of  4,000,000 
cubic  feet  of  gas  per  day,  or  about  1,260  to  1,460  million 
feet  per  year,  the  company,  with  full  control  of  the  other 

*  It  18  true  that  before  the  act  of  1890  the  Bay  State  Company  had  sold  in 
all  abont  161,000,000  feet  of  gtts  to  the  other  companies,  which  mixed  coal  gas 
with  this  water  gas  and  distributed  it  to  their  customers.  It  is  understood 
that  this  mixture  contained  regularly  more  than  10  per  oent.  of  carbonic  oxide. 
But  tlie  companies  became  liable  to  a  penalty  under  this  prohibition  only,  if 
tlieir  gas  contained  more  than  the  legal  limit  of  carbonic  oxide  **on  three 
snoceaslTe  examinations.*'  By  some  toleration  on  the  part  of  the  State  admin- 
istration it  was  easy  for  tlie  companies  to  find  out  when  inspections  would  be 
made,  and  thus  continue  these  sales  and  stiU  ayoid  the  penalty  by  being  within 
the  limit  at  one  examination  out  of  three. 
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companies,  had  sold  in  all,  before  July  1, 1890,  as  stated  ^ 
above,  but  about  161,000,000  feet.    Until  that  date  the  ' 
energy  of  the  Bay  State  Company  had  been  expended  in 
perfecting  arrangements  with  the  other  companies  and 
in  trying  to  get  favorable  legislation. 

After  the  unacceptable  act  of  1888,  authorizing  the  com- 
pany to  increase  its  capital  stock,  it  turned  its  chief  ac- 
tivity to  an  attempt  to  get  from  the  legislature  the  right 
to  consolidate  legally,  by  lease  or  ownership,  all  the  com- 
panies in  and  about  Boston.  In  the  session  of  1890  it 
finally  forced  through  the  legislature  a  bill  authorizing 
all  the  companies  doing  business  in  any  town  or  city  in 
the  State  to  consolidate  at  the  will  of  the  stockholders. 
This  bill  virtually  left  the  terms  of  consolidation  and  the 
amount  of  capitalization  at  the  discretion  of  the  stock- 
holders. Fortunately  for  the  good  name  of  the  State, 
Governor  Brackett  vetoed  this  bill ;  and  the  company  was 
unable  to  overcome  the  veto  in  the  legislature. 

After  more  than  six  years  of  remarkable  and  fruitless 
appeals  to  the  legislature  for  special  legislation  favorable 
to  the  company,  and  of  legal  and  financial  manipulation, 
about  July  1, 1890,  the  Bay  State  Company  found  itself  in 
possession  of  a  magnificent  water  gas  plant  of  large  capac- 
ity, and  in  complete  control  of  four  other  companies,  with 
perhaps,  on  the  whole,  the  most  valuable  field  for  the  sale  of 
gas  in  the  world.  The  company  determined,  without  for 
a  moment  ceasing  its  appeals  to  the  legislature,  to  make 
the  most  of  such  legal  rights  as  it  already  possessed.  It 
is  easy  to  see  that,  if  the  Bay  State  Company  were  allowed 
to  sell  gas  to  the  companies  controlled  by  it,  at  its  own 
prices,  there  could  be  no  limit  to  its  ability  to  turn  all  the 
profits  of  all  the  companies  into  the  desired  channel; 
namely,  into  the  treasury  of  the  Bay  State  Company.  The 
directors  of  the  company  assumed  that  they  had  such  right ; 
and,  when  it  became  known  that  they  were  acting  on  this 
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assumption,  the  chief  counsel  of  the  company  said  that 
before  taking  such  action  they  procured  the  opinions  of 
eminent  special  counsel,*  whom  he  named,  on  this  and  all 
other  important  steps  taken  by  their  company.  It  will  be 
recalled  that  the  Gas  Commission,  by  the  act  creating  it 
in  1885,  was  given  authority,  after  petition  and  public 
hearing,  to  fix  absolutely  the  price  of  gas  to  consumers. 
But  the  commission  took  the  view  that  this  clause  did 
not  apply  to  sales  of  gas  by  one  company  to  another,  and 
that  the  powers  of  the  commission  gave  it  no  authority  or 
jurisdiction  whatever  over  such  sales.  There  seemed  to 
be  no  other  statute  affecting  these  sales.  Even  if  the 
commission  had  assumed  jurisdiction  over  this  matter, 
there  could  be  no  question  that  it  was  deprived  of  any 
initiative  in  the  case,  as  it  could  not  act  directly  without 
a  petition.  Although  several  petitions  looking  in  this  di- 
rection had  been  presented  to  the  commission,  no  one  of 
them  had  ever  been  pressed  to  a  decision,  all  being  either 
thrown  out  because  of  some  defect  or  dropped  at  the  re- 
quest of  the  petitioners,  after  some  sort  of  compromise  or 
understanding  with  the  company  concerned. 

At  this  time  the  Bay  State  works  were  declared  to  be 
the  most  perfect  in  the  world.  The  general  public  under- 
stood that  the  expense  of  manufacturing  water  gas  was 
much  less  than  that  of  coal  gas,  but  had  no  means  of  deter- 
mining the  exact  degree  of  difference.  The  public  also 
knew  that  the  inter-company  salesf  of  gas  were  going  on, 
and  was  familiar  with  the  reports  of  the  Gas  Commission 

*  See  Investigation  of  1893,  pp.  229, 325,  where  thie  lADgaage  oocnra :  "  Sach 
lawyexs  as  tlie  late  Geneial  Buder,  ez-Qoyemor  Gaston,  Ju^e  Hoar,  Riehard 
Olney,  George  A.  Bmee,  Robert  M.  Morse,  haye  tried  in  Tain  to  find  some 
defect,  but  haye  nniyersally  failed  of  snooess. " 

t  The  sales  of  gas  by  one  company  to  another  began  before  the  formation 
of  the  tmst  by  the  sale  to  the  Rozbnry  Company  by  the  Boston  Company  of 
1,769,000  feet  in  ^e  year  1887.  The  fact  that  the  Bay  State  Company  was  al- 
ready negotiating  for  a  lease  of  this  company,  and  had  at  the  time  a  biU  pend- 
ing in  the  legislature  to  authorize  sach  a  lease,  may  haye  preyented  this 
company  from  making  the  extensions  of  its  plant  necessary  to  meet  the  denumds 
of  the  field. 
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stating  the  amounts  of  such  gas  sold;  but  the  prices 
charged  one  company  by  another  were  not  made  known  by 
the  commission.  The  jealousy  and  fear  of  the  other  gas 
companies  towards  the  Bay  State  Company  at  the  beginning 
of  its  career  did  not  abate  as  the  years  went  on,  but  rather 
increased.  The  constant  appeals  of  the  Bay  State  Company 
to  the  legislature  tended  to  strengthen  rather  than  to 
allay  this  feeling.  The  result  was  a  constantly  growing 
legislative  and  popular  hostility  towards  the  Bay  State  in- 
terests. This  finally  culminated  in  a  joint  resolution  of 
the  two  Houses  of  the  legislature,  passed  February  20, 
1892,  ordering  the  Gas  Commission  to  report  within  thirty 
days  to  the  legislature  upon  the  relations  of  the  Boston 
Company  to  the  other  companies. 

The  specific  points  corered  by  the  order  were  as  to 
whether  the  prices  charged  by  the  Boston  Company  had 
been  raised  within  six  months ;  as  to  what  that  company 
could  manufacture  and  distribute  gas  for,  and  pay  8  per 
cent,  on  its  capital;  as  to  what  extent  the  Boston  Com- 
pany was  paying  excessive  rent  for  street  mains ;  and  as  to 
what  extent  it  was  paying  one  dollar  per  thousand  feet  for 
gas  which  it  could  manufacture  itself  at  less  cost;  and, 
finally,  as  to  whether  or  not  the  Bay  State  Company  was 
diverting  the'surplus  earnings  of  the  Boston  Company  into 
the  treasury  of  the  Bay  State  Company  of  Delaware.  It 
was  through  this  report,  presented  March  25, 1892,*  that 
the  facts  in  regard  to  the  relations  of  the  companies  first 
reached  the  general  public.  Further  investigation  covering 
all  the  companies  concerned  was  inevitable  from  the  day 
this  report  was  made  public.  The  great  investigation  of 
1898  was  the  necessary  and  speedy  sequence.  From  these 
two  reports  all  the  important  relations  of  these  companies 
can  be  worked  out.  The  conditions  revealed  by  the  report 
of  1898,  however  in  accord  with  the  statutes  they  may 

*  SenaU  Document  IC/a  tor  1S92.  The  report  is  also  to  be  found  in  fnU  as  an 
appendix  to  the  Eighth  Annual  Beport  qf  the  Board  qf  Oas  and  Electric  Light 
CotnwKuewner$j  1 
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have  been,  were  clearly  such  as  the  legislature,  for  at  least 
two  decades,  had  been  trying  to  make  impossible.  It  must 
have  been  plain  to  any  student  of  the  development  of  po- 
litical sentiment  or  of  corporate  enterprises,  upon  reading 
that  report,  that  no  American  public  would  knowingly 
tolerate  and  permit  such  relations  to  continue. 

At  this  time  the  total  annual  consumption  of  gas  for  all 
purposes  in  the  territory  occupied  by  the  Bay  State  interests 
was  about  1,400  million  cubic  feet.  The  report  showed 
that  in  the  twenty  months  from  July  1, 1890,  to  March  1, 
1892,  the  Bay  State  Company  sold  to  the  Boston  Com- 
pany* 1,264.3  million  feet  of  gas  at  one  dollar  per  thou- 
sand feet.  For  the  last  half  of  the  calendar  year  1891  it 
gave  a  discount  of  $70,000  in  a  lump  sum;  and,  later, 
some  slight  but  irregular  discounts  were  allowed,  bringing 
the  total  received  from  the  Boston  Company  for  the  whole 
period  for  gas  down  to  $l,194,839,t  and  the  average  price 
down  to  a  little  less  than  94.5  cents  per  thousand  feet. 
No  explanation  whatever  of  these  discounts  is  to  be  found 
in  the  records  of  the  companies.  No  system  of  discounts 
was  followed  at  any  time.  The  $70,000  is  simply  sub- 
tracted from  the  total  due,  under  the  designation  ^^  dis- 
count.'' It  is  probable  that  the  deduction  was  made  in 
order  to  prevent  the  Bay  State  Company  from  earning 
more  than  10  per  cent,  on  its  capital  stock  for  that  half- 
year,  or  to  enable  the  Boston  Company  to  pay  its  accus- 
tomed 10  per  cent,  dividend.:^ 

*  These  mtei'<ximpaiiy  ulee  of  gas  weie  in  some  oases  t^paiently  indizeot ; 
t.e.,  the  Bay  State  Company  sold  to  the  Boston  Company,  and  ihe  Boston 
Company  sold  to  the  Roxbnry  and  Dorchester  oompanies.  Eighth  Annual  Be- 
port  qfthe  Ons  CommMton,  p.  7. 

t  These  figures  are  from  tlie  special  report  of  March,  1892.  The  reoords  of 
tlie  Bay  State  Company  show  that  on  June  30, 1892,  some  three  months  after 
this  report  was  made,  a  further  disoonnt  of  $41,000  was  granted  to  the  Boston 
Company;  and  a  similar  discount  of  $4,000  was  made  to  the  Dorchester  Com- 
pany at  the  same  time.    These  facts  affect  slightly  the  figures  giyen  in  the  text. 

t  After  examining  all  the  books  of  these  companies,  the  counsel  opposed  to 
tlie  Bay  State  Company  had  this  to  say  of  the  sales :  *'  If  you  go  and  look  at 
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Up  to  Julj  1, 1892,  the  Roxbuiy  and  Dorchester  com- 
panies had  bought  689.5  million  feet  of  gas,  the  Roxbury 
paying  one  dollar  net,  while  the  Dorchester  paid  but 
eighty-five  cents  (with  some  slight  discounts).  The  only 
explanation  of  this  difference  suggested,  so  far  as  the 
writer  has  been  able  to  discover,  is  that  the  owners  of  the 
stocks  of  the  Dorchester  Company  had  borrowed  on  it  at 
so  high  a  rate  that  the  earnings  of  the  stock  would  not 
have  paid  the  interest  on  the  loan,  had  the  company  paid 
as  high  a  price  for  gas  as  the  other  companies.  But  these 
companies  are  so  small  as  to  offer  rather  a  speculative  than 
a  practical  interest. 

The  treasury  of  the  Boston  Company,  however,  was  still 
too  fat  after  the  sal^s  of  gas  to  it ;  and  other  devices  for 
distributing  the  gains  were  sought.  The  gas  was  sold  to 
other  companies  in  the  holders  of  the  Bay  State  Company, 
which  was  so  fortunate  as  to  own  the  only  pipes  that 
could  carry  this  gas  to  the  distributing  systems  of  the  sub- 
ject companies.  Probably  for  the  reasons  already  sug- 
gested, no  charge  for  the  rent  of  mains  was  made  to  the 
minor  companies.  But  on  July  1, 1889,  the  Boston  Com- 
pany began  to  use  about  three  miles  of  the  Bay  State's 
connecting  mains,  and  at  the  end  of  October  of  the  same 
year  about  three  miles  more,  making  in  all  about  six  miles 
of  pipe,  the  first  cost  of  which  was  somewhat  less  than 
$150,000.  For  the  use  of  these  mains  the  Boston  Com- 
pany paid  the  Bay  State  Company  f  100,000  for  each 
of  the  calendar  years  1889  and  1890.  During  these  two 
years  the  Boston  Company  bought  just  891,280,000  feet 
of  gas.  The  rent  on  the  mains  was,  therefore,  about  51.1 
cents  per  thousand  feet.    This  brought  the  price  of  gas 

ibsir  books,  yon  wiU  find  that  the  price  diaiigred  for  gas  in  1891  and  1892  to 
iheoe  other  companies  by  the  Bay  State  Company  is  a  mere  matter  of  book- 
keeping-. There  is  not  a  yote  on  their  records  saying  what  tlie  price  of  gas  shaU 
be  to  the  different  companies.  At  the  end  of  the  year  tlie  book-keeper,  Mr. 
F.  P.  Addioks,  8in4>ly  makes  a  calculation  of  what  tlie  necessity  of  each  com- 
pany is,  and  then  makes  the  charges  for  gas  accordingly.'^  Investigation  qf 
1893,  p.  576. 
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up  to  11.511  when  it  reached  the  mains  of  the  Boston 
Company. 

It  would  have  been  disastrous  for  the  Boston  Company 
to  buy  all  the  gas  it  distributed  at  that  price ;  for  the  net 
average  price  received  by  it  from  consumers  was  for  the 
fiscal  year  1890  but  fl.28,  and  for  1891  but  91.21.  At 
this  time  the  company,  acting  independently,  could  make 
coal  gas  for  about  58  cents  per  thousand.  By  adapting  its 
works  to  water  gas  processes  for  which  it  owned  the 
rights,  it  could  manufacture  very  much  below  this  figure. 
In  fact,  the  Bay  State  Company,  according  to  calculations 
made  from  the  sworn  returns  of  the  company,  was  manu- 
facturing the  gas  for  which  it  was  charging  the  Boston 
Company  (apart  from  the  exorbitant  rent  for  street 
mains)  $1  per  thousand,  for  about  40  cents  per  thousand 
for  the  fiscal  year  1891,  and  at  about  88  to  35  cents  per 
thousand  for  the  fiscal  year  1892.  Further,  any  statement 
of  what  it  cost  the  Boston  Company  during  this  period 
to  make  coal  gas  would  be  meaningless  without  a  previous 
explanation  of  its  minor  business  dealings  with  the  Bay 
State  Company.  For  "  in  the  spring  or  early  summer  of 
1890  '*  the  Boston  Company  began  to  buy  virtually  all  of 
its  coal  of  the  Bay  State  Company  at  what  was  officially 
declared  to  be  an  advance  over  the  market  price.  Within 
about  a  year  the  net  gain  from  this  source  to  the  Bay 
State  Company  amounted  to  about  $83,700.  During  the 
same  time  the  Bay  State  Company  made  a  clear  gain  of 
f 8,000  by  buying  tar  from  the  Boston  Company  for  less 
than  the  market  price.  To  this  should  be  added  still  an 
extra  gain  estimated  at  $16,000  from  the  sale  of  naphtha 
to  the  Boston  Company  at  excessive  prices.  Those  in 
control  of  the  combined  companies  declared  that  the  com- 
panies were  strictly  private  corporations;  and,  therefore, 
no  law  forbade  them  making  such  contracts  among  them- 
selves as  they  wished.  They  attempted  some  justification, 
too,  by  general  theorizing  as  to  the  advantages  of  dealing 
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in  large  quantities.  At  all  events,  it  is  apparent  from  the 
above  facts  that  there  was  no  lack  of  means  to  direct  any 
possible  surplus  from  the  treasury  of  the  Boston  Company 
into  that  of  the  Bay  State  Company.  But  there  was  some 
danger  that  this  surplus  might  prove  inadequate  to  the 
demands  made  upon  it.  Although  those  in  control  were 
too  wise  to  attempt  a  general  increase  of  the  selling  price 
of  gas,  they  found  a  way  to  add  materially  to  the  income 
of  the  Boston  Company  without  antagonizing  the  popular 
demand  for  cheaper  gas.  In  the  autumn  of  1887  the  Bos- 
ton Company,  then  foreseeing  a  war  of  rates  with  the  Bay 
State  Company,  whose  works  were  nearing  completion, 
had  authorized  three  year  contracts,  at  $1  a  thousand  feet, 
with  all  consumers  whose  bills  had  previously  exceeded 
$2,000  annually,  and  a  discount  of  10  cents  per  thousand 
feet  from  the  regular  price  of  $1.30  per  thousand  to  those 
whose  bills  had  heretofore  been  between  $1,000  and  $2,000 
per  year.  April  10, 1889,  the  directors  voted  "that  the 
rebate  of  10  cents  per  thousand  feet  allowed  to  large  con- 
sumers be  continued  for  the  present^  No  further  cor- 
porate action  in  regard  to  these  prices  was  ever  taken  by 
the  company ;  but  consumers  of  the  first  class  were  chained 
the  regular  price  after  January  1, 1892,  and  those  of  the 
second  class  after  January  1, 1891.  While  these  discounts 
were  in  force,  they  amounted  together  to  about  $45,000  a 
year ;  and  their  cessation  probably  added  nearly  as  much 
as  that  to  the  treasury  of  the  Boston  Company,  since  the 
increase  of  price  to  customers  of  this  class  would  not  be 
likely  to  affect  largely  the  amount  of  consumption.  This 
addition  to  income  was  made  by  a  policy  that  tended 
rather  to  increase  than  to  destroy  popular  favor.  For, 
although  it  was  a  clear  gain  to  the  company,  and  raised 
the  average  price  of  gas  from  $1.21  per  thousand  in  1891 
to  $1.28  per  thousand  in  1892,  it  was  justified  by  the  com- 
pany as  a  first  step  towards  the  '^ American"  policy  of 
equal  treatment  to  all. 
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According  to  the  special  report  made  in  1892  by  the 
Gas  Commission,  it  had  cost  the  Boston  Company  84  cents 
per  thousand  in  the  holder  for  the  coal  gas  manufactured 
by  it,  whereas  the  same  gas  could  have  been  made  for  58 
cents  per  thousand  but  for  the  ^  harmonious  "  relations  of 
the  companies.  The  cost  of  distribution  was  placed  at  24 
cents  per  thousand,  that  of  annual  renewals  and  extensions 
at  8  cents ;  and  at  the  then  rate  of  consumption  the  com- 
mission declared  15  cents  per  thousand  sufficient  to  pay 
8  per  cent,  dividend  on  the  capital  actually  invested.  After 
a  thorough  examination  of  all  the  facts  the  commission 
concluded  that  the  Boston  Company,  under  the  conditions 
of  that  time,  acting  independently,  could  sell  coal  gas  to 
consumers  at  one  dollar  per  thousand  on  an  8  per  cent, 
dividend  basis,  whereas  the  combination  had  for  several 
years  been  selling  a  much  cheaper  gas  in  this  territory  at 
from  about  91.21  to  about  $1.28  per  thousand  net. 

In  addition  to  the  diversion  of  surplus  by  means  of  the 
specific  sales  and  contracts  already  referred  to,  the  annual 
returns  of  the  different  companies  in  the  combination  show 
clearly  that  the  general  expense  of  managing  the  whole 
business  was  almost  entirely  borne  by  the  treasury  of  the 
Boston  Company. 

The  following  table  will  illustrate  this  point,  and  at  the 
same  time  give  some  idea  of  the  general  effects  of  the 
relations  of  the  companies : — 

•VUdcU  year.  FUeal  ytar. 

1.  Go*  made  in  fut,  zSgi.  189a. 

Bofton  Companj 861,098,100  567,771,100 

Baj  State  Companj 625,929,000  885,480,000 

2.  Net  cott  of  manufaeturing  the  same  per 

thaueandfiet. 

Boston  Company 60  cents  54  cents 

Bay  State  Company 40  cents  83  cents 

3.  AU  other  expeneee  than  manufacturing ^ 

cott  per  thousand  feet, 

Boston  Company 23  cents  26  cents 

Bay  State  Company 3  cents  2.7  cents 
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4.  Total  expetue*,  excepting  manufacturing      Fiscal  year.  Fiscal  year. 

cost.  Z891.  z8ga. 

Borton  Company $350,595.95*         $345,139.42 

Baj  State  Companj 25,474.00  17,977.41 

5.  Total  paid  in  dividends. 

Boston  Companj $187,500.00  $250,000.00 

Bay  State  Company 473,494.78 1  477,000.00 1 

It  will  be  noticed  that  the  necessities  of  the  case  required 
the  cutting  down  of  the  dividends  of  the  Boston  Company 
to  a  figure  unknown  before  for  more  than  a  decade ;  i,e.^ 
to  7.5  per  cent.  To  pay  so  large  a  sum  on  the  obligation 
and  stock  of  the  Bay  State  Company  also  caused  the  divi- 
dends on  the  stock  of  the  minor  companies  to  be  reduced 
in  some  cases.  The  Roxbury  Company,  being  in  excellent 
condition  when  it  was  bought  with  the  large  cash  surplus 
previously  referred  to,  and  with  virtually  no  minority 
stockholders,  continued  to  pay  regularly  10  per  cent,  divi- 
dend, in  addition  to  the  extra  dividend  of  25  per  cent,  in 
1889  and  a  2^  extra  dividend  in  1890.  On  the  other  hand, 
the  Sooth  Boston  Company,  with  its  $48,600  of  minority 
stock,  dropped  from  a  dividend  of  6  per  cent,  in  1886  and 
7  per  cent  in  1887  to  5  per  cent,  in  1891  and  4  per  cent, 
in  1892.  The  Dorchester  Company  had  for  a  number  of 
years  before  the  change  in  ownership  paid  6  per  cent, 
annually.  The  sale  of  the  company  within  a  few  weeks 
of  the  close  of  the  fiscal  year  1889  probably  accounts  for 

*Thia  does  not  include  rent  of  street  mains.  Sinoe  the  oompany  paid 
9100,000  for  the  nse  of  street  mains  for  the  oalendar  year  1890,  it  would  seem 
tiiat  a  perfectly  fair  comparison  would  require  the  addition  of  9^*000  for  rent 
of  street  mains  from  July  1,  1890,  to  January  1,  1891.  From  the  item  is 
naturally  excluded  the  amoimti  paid  for  gas  and  in  diyidends. 

t  As  the  obligation  for  $4,600,000  reeeiyed  nine-tenths  of  the  net  earnings 
of  the  company,  this  item  includes  the  interest  on  that  obligation  as  weU  as 
the  diTidends  on  the  stock.  There  is  a  slight  confusion  as  to  the  amount  of 
the  item  for  1891.  In  the  Beport  qf  the  Investigation  qf  1893,  at  p.  47,  the 
figures  are  9470,000;  at  p.  M,  those  giyen  above  ;  while  tiie  Special  Report  of 
1892  states  that  for  the  fiscal  year  1891  the  obligation  paid  10  per  cent.  If 
this  be  true,  the  company  must  haye  paid  that  year  interest  and  dividends  to 
the  extent  of  $500,000  instead  of  $473,494. 78,  as  stated  above.  Cf,  note,  p. 
28 ;  also  Eighth  Annual  Beport  of  Gas  Commission,  p.  253. 
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the  9  per  cent,  dividend  of  that  year.  Reasons  have 
already  been  giyen  why  it  may  have  appeared  desirable 
to  maintain  a  relatively  high  rate  of  dividend  on  this  small 
company.  As  a  matter  of  fact,  this  company,  after  a  6  per 
cent,  dividend  in  1890,  continued  to  pay  8  per  cent,  annu- 
ally until  1896,  when  it  jumped  its  dividend  entirely. 
The  cause  of  the  apparently  sudden  turn  in  the  fortunes 
of  this  company  is  closely  related  to  the  later  history  of 
the  whole  Bay  State  interests,  which  must  be  reserved  for 
consideration  in  a  future  article. 

Let  us  return  now  to  the  affairs  of  the  Bay  State  Com- 
pany. As  a  result  of  the  manipulations  and  operations 
above  set  forth,  it  declared  its  first  dividend  of  2  per  cent* 
on  January  1, 1890,  as  of  December  20, 1889.  This  was 
before  it  had  fairly  entered  upon  industrial  operations. 
For  the  calendar  year  1890  the  company  paid,  in  all,  7 
per  cent,  on  both  stock  and  obligation  for  $4,500,000,  or 
$350,000,  and  the  next  year  for  like  purposes  8  per  cent., 
or  1400,000,  and  on  March  14, 1892,  a  further  2.5  per  cent., 
or  $125,000.  This  makes  in  all  $875,000  profits  for  this 
company  from  the  beginning  to  March  14, 1892,  or  within 
about  twenty-one  months  after  it  began  to  make  gas  in 
considerable  quantities.  The  high-water  mark  was  reached 
for  the  fiscal  year  ending  June  80, 1891,  when  the  Bay 
State  Company  distributed  on  its  capitalization  (in  divi- 
dends and  interest)  $500,000,  or  100  per  cent,  per  annum 
on  its  share  capital.  The  next  year,  under  the  influence 
of  public  opinion  and  legislative  threats  and  investi- 
gation, the  rate  fell  from  10  to  9  per  cent.  During  this 
most  flourishing  period  of  twenty-one  months  the  total 
sales  of  gas  to  the  Boston  Company  were  1,848.6  million 
feet.  Although  there  is  some  confusion  in  the  data  relat- 
ing to  sales  to  the  minor  companies,  it  appears  that  such 
sales  amounted  to  but  42.1  *  million  feet  to  March  1, 1892. 

*The  fifir^i'w  for  the  Boston  Compuiy  are  exact ;  but  thoee  for  the  minor 
eompaniee,  taken  from  the  annual  reports,  relate  to  fiscal  years.    The  annual 
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On  this  basis  the  profits  of  9875,000  were  made  on  total 
sales  of  1,390.7  million  feet  of  gas.  This  gives  a  net  profit 
of  62.91  cents  per  thousand  on  gas,  which,  according  to 
the  company's  own  sworn  returns,  cost  but  from  88  to  40 
cents  to  manufacture,  and  which  was  sold  in  the  company's 
holders.  If  this  statement  seems  not  to  tally  with  the  gen- 
eral selling  price  and  cost  of  manufacturing  previously 
given,  it  is  only  necessaiy  to  recall  the  various  sources 
of  profit  possessed  by  this  company  apart  from  the  sales 
of  gas. 

Such  is  an  outline  of  the  steps  by  which  the  managers 
of  the  Bay  State  Company  succeeded  in  keeping  the  foreign 
stocks  and  bonds  at  high  prices  by  the  payment  of  a  high 
rate  of  profit  on  the  total  capitaJization  of  $5,000,000  of 
the  Bay  State  Company  of  Massachusetts.  The  obligation 
for  $4,500,000  seemed  fully  to  have  accomplished  its  pur- 
pose. With  existing  legislation,  traditional  gas  prices,  a 
constantly  increasing  demand  for  gas,  and  a  constantly  de- 
creasing cost  of  manufacture,  it  looked  in  the  early  months 
of  1892  as  if  these  dazzling  profits  might  continue  indefi- 
nitely. The  marvellous  success  of  the  enterprise  up  to  that 
time  could  not  be  questioned.  In  fact,  the  success  was  too 
great  to  be  permanent.  All  that  was  needed  to  threaten, 
check,  and  destroy  such  success  was  that  the  facts  should 
become  known.  For  even  the  promoters  of  the  enterprise 
could  not  have  hoped  that  the  legislature  would  refrain 
from  attempts  to  put  a  stop  to  such  conditions.  Nor  could 
they  have  rationally  hoped,  after  the  publication  of  the 
facts  and  details  of  their  profits,  that  the  companies  not 

leportB  ue  not  dear  in  every  case  as  to  whioh  company  seUs  to  the  minor  eom- 
paniee.  The  foUowing  statemente,  howerer,  from  the  Eighth  Annual  import, 
p.  7,  show  that  the  error  is  insignificant :  **  For  most  of  the  year  ending 
Jnne  30, 1892,  these  companies  [the  Dorchester  and  Rozbnry]  distribnted  a  gas 
which  they  bought  of  the  Boston  Gas  Light  Company ;  but  since  March,  1892, 
they  haye  bought  directly  from  the  Bay  State  Qas  Company " ;  again,  p. 
252,  **As  the  income  of  the  Bay  State  of  Massachusetts  has  been  deriTed 
almost  ezduaiTely  from  its  transactions  with  the  Boston  Company,  it  is  fair  to 
say  that  pzaotieally  its  entire  profits  are  from  the  earnings  of  the  latter.*' 
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in  the  trust  would  calmly  sit  by  and  see  such  profits  go 
into  the  coffers  of  their  great  riral  without  an  attempt  to 
compete  in  so  rich  a  field.  The  legal  situation  was  such 
as  to  offer  the  greatest  temptation  to  competing  com- 
panies. For,  as  already  indicated,  many  of  the  companies 
in  the  vicinity  had  by  their  charters  the  right  to  supply 
Boston  proper  with  gas,  provided  the  consent  of  the  city 
be  first  secured. 

It  will  be  the  object  of  a  future  article  to  trace  the  steps 
by  which  a  knowledge  of  the  facts  delineated  above  became 
known  to  the  public,  and  to  describe  the  two  lines  of  attack 
made  upon  the  brilliant  career  of  the  Bay  State  Company 
as  a  result  of  this  publicity. 

John  H.  Gbay. 
Northwestern  UNrvERsiTT. 
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THE  EDUCATIONAL  ASPECTS   OP  SAVING. 

In  the  modem  trend  of  thought  towards  social  melio- 
rism there  lurks  a  danger  of  impractical  transcendentalism. 
An  abounding  faith  in  the  unfolding  potentialities  of  the 
humankind  —  where  adequate  room  is  afforded — is  al- 
ways in  danger  of  developing  an  ultra-rational  program. 
The  faith  in  humanity  which  may  be  relied  upon  to  re- 
move mountains  of  social  ills  is  that  which  recognizes 
both  its  unfolding  capacity  and  its  limitations.  This 
modem  winged  optimism  has  very  considerably  influenced 
economic  thinking  and  writing,  even  exceeding  a  mere 
change  of  emphasis. 

For  example,  it  has  become  fashionable  to  ridicule  the 
*^ economic  man";  that  is,  the  ideal  man  who  is  always 
amenable  to  economic  forces.  It  has  also  become  fashion- 
able to  treat  the  Ricardian  theory  of  wages  with  a  superior 
contempt,  and  to  refer  to  it  as  an  exploded  doctrine,  the 
^^ normal "  or  "subsistence  minimum  "  wage  being  treated 
as  a  phantom  of  the  imagination, —  the  gho^t  of  an  in- 
genious theory  which  was  never  embodied  in  reality. 
The  Malthusian  doctrine  of  population  has  come  into 
such  bad  favor  as  almost  to  amount  to  a  renaissance  of 
Godwin  and  Condorcet  Utopianism.  Following  in  this 
general  trend  away  from  the  ground  occupied  by  the  clas- 
sical economists,  Adam  Smith's  deification  of  the  laws  of 
competition  has  been  succeeded  by  an  equally  blind 
hostility. 

Admitting  the  extremes  to  which  these  old  landmark 
doctrines  were  carried,  and  recognizing  the  harmfulness  of 
such  doctrinal  ideality,  it  may  be  a  question  if  the  extreme 
reaction  is  not  the  most  vicious  fruit  they  have  borne.  It 
seems,  at  least  to  the  writer,  that  the  neglect  of  the  essen- 
tial truths  of  these  old  doctrines  is  calculated  to  sap  the 
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strength  both  from  theoretical  and  institutional  eco- 
nomics. It  tends  to  substitute  for  the  science  of  eco- 
nomics a  sort  of  Utopian  meliorism.  The  advent  of  the 
melioristic  spirit  is  opportune,  and  the  present  epoch 
offers  it  a  very  large  world  to  conquer ;  but  a  successful 
meliorism  needs  most  of  all  to  be  well  ballasted  with  some 
of  the  principles  which  are  now  passing  out  of  favor. 

The  idea  of  the  antiquation  or  explosion  of  well-matured 
principles  should  not  be  allowed  to  pass  unchallenged. 
The  notion  that  great  thinkers,  like  Smith,  Malthus,  and 
Ricardo,  serve  only  their  own  day  and  generation,  is  both 
unscientific  and  unhistorical.  Doctrines  in  economics  are 
peculiarly  ill  fitted  for  revolutionary  abandonment,  and 
such  a  treatment  of  them  would  necessarily  be  attended  by 
great  disasters.  Economic  theories,  like  doctrines  of  law, 
are  in  a  sense  immortal.  They  are  not  abandoned,  but 
modified  and  adapted  to  changing  conditions.  It  may 
even  be  said  that  well-established  doctrines  are  but  seldom 
exploded.  A  capricious  notion  may  be  exploded  before  it 
has  fairly  taken  root  in  the  thought  of  men,  but  well- 
rooted  doctrines  are  seldom  destroyed  by  the  dynamite 
process.  It  may  also  be  said  that  the  well-rooted  doc- 
trines seldom  fail  to  be  of  service,  both  in  the  day  of  their 
birth  and  in  succeeding  generations,  even  though  they 
may  completely  metamorphose  their  character. 

There  is  certainly  still  a  service  for  the  more  important 
doctrines  of  the  classical  economists.  It  may  not  be  going 
too  far  to  say  that  to  neglect  them  is  to  neglect  the  foun- 
dations of  social  progress.  Some  of  them  are  fundamentally 
essential  to  the  strength  of  economic  thought,  to  a  proper 
shaping  of  the  growth  of  the  state  through  legislation,  and 
to  the  development  of  the  best  schemes  for  the  education 
of  the  individual  citizen.  The  ^'  economic  man  "  does  not 
stand  for  the  whole  of  any  individual  man,  but  he  repre- 
sents a  phase  of  the  natui'e  of  every  normal  man.  Other 
sentiments  and  motives  than   the  economic  control  or 
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modify  the  actions  of  men.  But  to  leave  out  of  account 
the  goad  of  unsatisfied  economic  wants,  to  leave  out  of 
account  the  motives  of  acquisitiveness,  and  to  leave  out 
of  account  the  social  and  industrial  services  rendered  by 
these  forces  is  to  neglect  the  most  elementary  phenomena 
of  human  life. 

Competition  never  possessed  the  social  and  industrial 
potentialities  claimed  for  it  by  Adam  Smith.  The  formu- 
lation of  his  claims  for  competition,  however,  impressed  the 
public  consciousness  with  its  essential  truths  and  created 
conditions  for  its  salutary  application ;  and  the  industrial 
revolution  can  perhaps  best  be  studied  with  the  Wealth  of 
Nations  as  a  starting-point. 

Similarly,  to  leave  out  of  account  the  tendency  of  the 
stream  of  population  to  overflow  its  banks  —  for  people  to 
increase  in  number  more  rapidly  than  nature  can  respond 
to  their  physical  needs  —  is  to  neglect  a  force  with  which 
almost  all  meliorative  schemes  must  reckon.  Directly  cor- 
related to  the  Malthusian  law  of  population  is  Ricardo's 
theory  of  a  minimum  of  subsistence  wage.  The  force  of  an 
increasing  population,  according  to  it,  always  tends  to  glut 
the  labor  market  and  drive  wages  to  that  standard  of  living 
where  labor  may  precariously  subsist  and  hold  its  own ; 
not  so  precariously  as  to  cause  a  deterioration  in  numbers 
nor  so  securely  as  to  allow  any  increase  in  its  number. 
Another  downward-impelling  force,  similar  in  its  effects 
to  that  with  which  Ricardo's  name  is  associated,  is  the 
introduction  of  labor-displacing  machinery.  The  two 
forces  are  identical  in  their  effect  upon  labor,  in  that  they 
both  intensify  the  competition  for  wage  service, —  the  one 
by  increasing  the  number  of  applicants  for  positions,  and 
the  other  by  diminishing  the  number  of  positions.  The 
forcing-downward  tendency  has  been  arrested  by  the  play 
of  other  forces,  but  it  has  never  been  resisted  without  a 
struggle.  If  the  contest  is  to  continue  to  be  successful,  it 
is  all-important  that  the  initial  force  be  kept  distinctly  in 
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mind.  We  seem  in  no  way  of  escaping  from  the  follow- 
ing order  of  sequences:  a  tendency  to  early  marriages 
and  large  families ;  a  keener  competition  for  wage  serrice ; 
a  lower  standard  of  living,  suffering  and  misery.  Nor  are 
we  likely  for  a  long  time  to  be  rid  of  the  same  distresses 
resulting  from  the  introduction  of  labor-saving  machinery. 
Neither  is  this  order  by  any  means  universally  defeated. 
Hence  it  is  all-important  that  meliorative  schemes  take 
the  first  cause  —  early  and  inconsiderate  marriages  — 
sternly  into  account.  If  this  root  cause  can  be  avoided, 
the  other  evils  will  at  least  be  mitigated.  This  is  the 
great  problem  of  education. 

The  surest  way  to  stem  the  stream  of  social  and  indus- 
trial ills  is  to  stimulate  aspirations  for  a  high  degree  of 
comfort,  —  for  a  high  standard  of  living,  —  and  to  for- 
mulate a  concrete,  intelligible  scheme  for  its  attainment. 
A  recognition  of  this  need  will  suggest  practical  lines  of 
educational  work. 

We  speak  of  education  preparing  children  for  the 
battles  of  life.  If  they  are  really  to  be  prepared  for  the 
battles  of  life,  their  education  should  both  instruct  them 
as  to  the  character  of  life's  battles  and  fortify  them  with 
definite  schemes  against  their  reverses.  Here  the  ^^  eco- 
nomic man"  serves  very  well  as  a  basis  for  mapping  out 
educational  programs.  By  a  careful  study  of  this  man- 
ikin, the  weak  points  in  the  real  man  may  be  definitely 
located,  and  an  effective  treatment  may  be  devised. 

Many  of  our  meliorative  schemes  are  likely  to  prove 
Utopian  in  the  place  where  their  exploiters  have  left  them. 
The  present  meliorative  movement  might  be  described  as 
a  demand  for  larger  opportunities  for  individual  develop- 
ment, with  proper  developmental  facilities.  The  two  sides 
to  the  program  are :  more  leisure  time  on  the  one  hand, 
and  inducements  to  healthful  employment  of  that  leisure 
on  the  other.  The  facilities  which  are  expected  to  induce 
a  healthful  use  of  the  greater  leisure  include  such  agencies 
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as  free  public  libraries,  flree  art  collections,  free  public 
lectures,  ample  park  and  garden  facilities,  and,  perhaps, 
free  public  concerts  and  operas. 

These  culture  influences,  to  be  provided  either  by  the 
public  economy  or  by  private  philanthropy  for  the  use  of 
the  public,  are  expected  to  react  upon  the  domestic  econ- 
omy. They  are  expected  to  create  a  hunger  and  thirst 
for  culture,  which  will  transform  the  home.  Such  schemes 
are  Utopian  in  the  place  where  they  are  left,  because  they 
offer  wings — that  is,  imagination  —  where  strong  legs  — 
that  is,  practical  methods  —  are  needed.  The  individ- 
ualizing process  at  which  education  aims  consists  not  in 
beholding  the  culture  material  out  of  which  individual 
character  may  be  wrought,  but  it  consists  in  developing 
a  capacity  to  appropriate  and  use  that  material  by  the 
individual.     Here  we  locate  the  economic  basis  of  culture. 

In  this  day  the  individual  discovers  himself  and  realizes 
himself  in  the  lines  of  expenditure.  Productive  processes 
are  becoming  more  and  more  deindividualizing,  and, 
therefore,  non-cultural ;  social  progress  demands  that  the 
expenditure  of  income  be  as  individualizing  as  possible. 
The  last-century  artisan  unfolded  his  character  in  the  qual- 
ity and  the  quantity  of  his  work.  The  nineteenth  and  the 
twentieth  century  artisan  must  unfold  his  character  in  the 
way  in  which  he  spends  his  money.  The  person  becomes 
individual  and  economically  strong  as  he  comes  to  appro- 
priate culture  for  his  private  use.  As  culture  creates  a 
strong  demand  for  the  things  which  call  out  the  individual 
from  the  mass,  it  tends  to  defeat  the  Malthusian  law  of 
population  and  to  set  at  naught  the  Ricardian  law  of  wages. 
If  picture  galleries  are  to  raise  the  standard  of  living,  they 
must  influence  the  individual  expenditure  of  the  artisan. 
It  need  not  be  in  creating  a  demand  for  pictures  in  the 
home,  but  it  must  create  a  sense  of  the  aesthetic  which  will 
be  reflected  in  the  architecture  and  furnishings  of  the 
home,  or  in  the  dress  of  the  family,  or  in  the  flowers  in  the 
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garden.  The  sense  of  the  beautiful  may  find  expression  in 
large  or  small  groups  of  expenditure,  but  the  success  of  the 
culture  institutions  must  be  tested  by  such  expenditures. 
The  present  thesis  is  that  the  love  of  the  beautiful  must  not 
find  its  complete  satisfaction  in  the  facilities  provided  for 
the  use  of  the  public.  Otherwise  the  object  is  not  gained : 
the  individual  will  less  frequently,  and  with  greater  dif- 
ficulty, emerge  from  the  mass.  It  will  be  more  difficult 
than  ever  for  the  economic  individual  to  emerge. 

Public  or  municipal  ownership  of  cultural  property  is 
sometimes  called  a  form  of  co-operation.  The  people  agree 
to  purchase  and  use  pictures  and  books  in  common,  or 
provide  music  and  the  drama  in  common,  or  provide  educa- 
tional facilities  on  the  co-operative  plan, —  on  the  principle 
that  they  secure  a  better  service  in  that  way.  It  is  an 
idea  which  is  taking  deep  root,  and  promises  a  thrifty 
growth  in  the  future.  It  must  be  noted,  however,  that,  in 
so  far  as  dependence  for  culture  influences  turns  from  the 
home  to  the  city,  the  economic  individual  has  been  drained 
of  his  strength.  The  capacity  of  the  city  through  such 
agencies  to  lift  the  people  to  a  higher  plane  consists,  not 
in  satisfying  desires,  but  in  quickening  desires  which  the 
individual  himself  must  find  means  to  satisfy.  The  sum 
total  of  human  happiness  may  be  increased  for  the  time 
by  municipal  provision  for  the  satisfaction  of  wants ;  but, 
if  that  is  the  end,  it  will  result  in  weakening  the  power  of 
the  individual  by  neglecting  the  standard  of  home  com- 
forts. It  can  hardly  be  said  that  the  priceless  art  treas- 
ures of  Italy,  which  belong  to  the  people,  bring  them 
to  a  higher  plane  of  living.  The  highest  art  and  the 
most  wretched  squalor  are  the  closest  neighbors. 

In  proportion  as  the  city  satisfies  wants,  may  it  be  said 
to  open  the  way  for  the  baleful  operation  of  the  Mal- 
thusian  law  of  population  and  for  the  operation  of  the 
Ricardian  law  of  wages.  Thus  the  city,  in  attempting  to 
build  up  the  culture  of  the  community,  may  undermine 
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the  power  of  the  individnal  to  realize  himself,  and  thus 
defeat  the  chief  end  of  cnlture.  There  is  no  quarrel  here 
with  municipal  patronage  of  culture.  It  is  simply  sought 
to  indicate  a  danger  from  such  a  policy  if  certain  eco- 
nomic forces,  long  ago  discovered  and  still  operative,  are 
ignored.  Against  this  danger  it  is  the  province  of  educa* 
tion  to  provide,  and  this  brings  us  to  a  more  detailed 
discussion  of  the  economic  functions  of  education. 

A  capacity  to  appropriate  the  better  things  of  life  is 
the  test  of  economic  strength.  This  capacity  is  likewise 
a  test  of  the  adaptiveness  of  a  people  to  a  meliorative 
scheme.  Schemes  for  elevating  the  masses  may  fail 
utterly  of  their  purpose  unless  there  has  been  a  previous 
development  of  character  which  is  capable  of  wisely  using 
the  opportunities  made  available.  An  eight-hour  law,  for 
instance,  might  prove  the  ruin  of  a  people  unless  there 
had  been  an  adequate  growth  in  moral  restraint. 

Therefore,  we  turn  to  education  as  essential  to  any 
solution  of  industrial  problems.  Illiteracy  is  an  insuper- 
able impediment  to  industrial  reform.  It  is  the  general 
discipline  and  self-restraint  imposed  by  the  school-room 
which  makes  the  citizen  amenable  to  the  correction  of 
public  opinion  and  which  makes  the  workingman  frugal 
and  industrious. 

Passing  from  this  general  truth  to  a  closer  analysis  of 
the  things  which  education  has  to  overcome,  we  find  chief 
among  tibese  the  desire  to  satisfy  immediate  wants.  The 
impulse  to  satisfy  the  wants  which  have  to  do  with  the 
physical  senses  is  universal  The  persons  who  yield  to 
these  desires — the  gluttons,  the  drunkards,  the  prostitutes, 
the  classes  whom  we  call  degenerates  —  have  simply  grav- 
itated in  the  direction  of  their  primary  sensual  appetites. 
An  uncurbed  appetite  for  sugar  and  sweetmeats  belongs 
to  the  same  class  of  phenomena  as  an  uncontrollable 
appetite  for  drink.  Merely  physical  impulses  are  in 
control  in  both  cases,  the  demands  of  the  body  keeping 
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the  higher  parts  in  abeyance.  A  rational  discipline  is 
essential  to  elevate  the  race  out  of  this  sensual  state.  An 
undisciplined  and  illiterate  people  is  apt  to  be  a  licentious 
people.  Education  stands  between  the  undeveloped  child 
and  such  a  fiate.  Education  here  may  not  mean  a  school 
training  in  the  case  of  every  individual,  but  some  sort  of 
kindred  discipline  is  essential  to  a  control  of  natural 
appetites ;  and  in  the  extent  of  this  control  we  have  all 
the  difference  between  a  cultured  and  a  savage  people. 

The  general  stages  of  educational  discipline  may  be 
described  as  follows:  — 

First.  Compulsory  discipline  without  reason  or  ex- 
planation. The  child  first  starts  to  school  because  it  is 
sent,  and  it  goes  willingly  because  other  children  of  the 
same  age  are  going.  The  power  of  imitation  is  usually  a 
sufficient  impelling  force.  Children  concentrate  their 
minds  and  accomplish  their  tasks  in  spite  of  the  universal 
inclination  to  run  wild  in  the  woods,  because  other  chil- 
dren are  doing  the  same  thing ;  and  this  favorable  environ- 
ment is  created  by  the  suggestions  of  the  teacher  and 
parents.  Extra  diligence  is  induced  by  the  hope  of  praise 
for  work  well  done.  There  is  no  reason  involved  in  any 
of  the  processes. 

Second.  In  the  second  stage  there  is  also  no  reason 
involved,  but  a  new  impulsive  element  has  been  evolved. 
At  first  there  was  no  pleasure  in  the  act  of  studying.  It 
was  a  painful  process,  endured  by  force  of  example  and 
for  the  reward  of  praise.  After  the  discipline  has  con- 
tinued sufficiently  long,  it  ceases  to  be  painfuL  In  time 
the  act  of  studying,  of  solving  problems,  of  mastering  the 
difficulties  of  penmanship,  of  learning  to  use  the  voice 
properly  in  reading  and  speaking  or  of  learning  new  facts 
in  science  and  history,  become  pleasures  in  themselves. 
The  mind  has  developed  a  faculty  for  overcoming  diffi- 
culties, and  mental  triumphs  bring  a  joyous  sense  of 
exhilaration  and  a  thrill  of  happiness.     To  the  primaiy 
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impelling  forces  on  attractive  force  of  great  intensity 
has  been  added. 

Third.  The  third  stage  brings  the  pupil  to  a  sense  of 
general  order  and  harmony  which  might  be  described  as 
respectability.  Education  has  made  a  good  citizen  because 
it  has  evolyed  a  sensitiveness  to  order,  because  senses  have  . 
been  quickened  which  would  be  shocked  by  excessive  or 
indecent  indulgences  of  physical  wants.  At  this  point  we 
note  the  union  between  the  economic  and  the  moral,  or 
we  find  the  economic  serving  as  the  handmaiden  of  the 
moral.  The  demand  for  order  and  harmony  includes 
obedience  to  the  accepted  laws  and  canons  of  righteous 
living  as  prescribed  by  the  best  tone  of  the  community. 

In  order  to  realize  order,  to  experience  harmonious 
living,  certain  economic  auxiliaries  must  be  realized.  The 
sense  of  order  which  makes  for  respectability  will  despise 
the  hovel,  or  tolerate  it  only  until  a  more  pleasing  habitar 
tion  can  be  realized.  This  sense  of  order  which  makes  for 
respectability  will  abhor  the  ragged  coat  and  the  shoes  run 
down  at  the  heel  A  person  thoroughly  imbued  with  the 
sense  of  order  and  harmony  will  chafe  and  be  miserable  in 
an  unsightly  garb.  The  sense  of  order  which  makes  for 
respectability  will  never  be  satisfied  with  the  pictures  and 
ornaments  which  have  been  brought  into  the  home  until 
the  highest  reaches  of  art  have  been  touched.  Thus  the 
sense  of  order,  of  harmony,  as  it  grows  in  the  individual, 
makes  ever-heavier  drafts  upon  the  economic  resources. 
The  realization  of  order  and  harmony  calls  for  greater  in- 
dustiy  and  larger  sacrifices  of  immediate  sensual  desires. 

This  sense  of  order  has  its  positive  and  its  negative  side. 
On  its  negative  side  we  observe  the  things  which  shock  the 
sense  of  proper  conduct,  such  as  vulgar  displays  of  temper 
or  conduct  which  outrages  the  religious  sense.  On  the 
positive  side  we  note  the  ambition  to  acquire  those  things 
which  cater  both  to  physical  comfort  and  to  the  sense  of 
the  beautiful.    It  is  this  side  which  puts  the  economic  ao- 
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tivities  into  motion,  whicli  inspires  to  industiy,  thrift  and 
economy. 

The  desire  for  greater  comfort  and  objects  of  art  is  often 
abortive  for  want  of  a  sufficient  concretenessin  educational 
methods.  The  desire  for  these  things  is  felt,  but  the  intel- 
lect has  not  grasped  any  clear  and  definitely  formulated 
scheme  for  attaining  them.  Their  attainment  demands 
proyidence.  Providence  means  a  power  of  sacrificing  a 
multitude  of  immediate  wants,  which  are  ever  clamoring 
for  all  of  one's  income.  Economic  strength  consists  in  the 
power  to  subdue  these  small  wants,  in  order  to  realize  more 
remote  but  greater  satisfactions. 

An  ideal  educational  system  will  not  only  kindle  a  pas- 
sion for  order:  it  will  formulate  definite  rules,  and  pro- 
vide institutions  expressly  designed  to  facilitate  the  real- 
ization of  order.  Perhaps  the  most  unfortimate  and 
unhappy  creature  in  the  world  is  the  man  who  has  long- 
ings for  order,  but  lacks  the  capacity  to  gratify  his  long- 
ings. The  person  who  has  implanted  within  him  the  love 
of  the  beautiful,  but  who  has  no  power  of  appropriating 
beautiful  things  for  himself,  is  a  half-finished  product  of 
education.  Such  a  man  is  pitifully  weak  and  incomplete. 
The  existence  of  many  people  of  this  type  is  proof  of  the 
incompleteness  of  our  educational  systems.  These  sys- 
tems might  be  called  brutally  inadequate  to  human  needs, 
in  so  far  as  they  kindle  proper  desires  without  building 
the  character  for  their  satisfaction. 

The  two  things  essential  to  economic  self-realization  are 
making  and  saving.  Lessons  in  making  are  more  likely  to 
be  taught  outside  of  school,  but  not  so  lessons  in  saving. 
A  completed  educational  system  will  both  inspire  the  pupil 
with  a  love  of  good  things,  and  teach  him  how  to  obtain 
them  through  saving. 

The  savings-bank,  when  properly  organized,  is  an  edu- 
cational rather  than  an  economic  institution.    Although 
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it  famishes  a  safe  place  for  the  deposit  of  wages  and  small 
earnings  and  pays  an  interest  to  depositors,  its  chief  de- 
sign is  to  teach  the  art  of  saving.  Since  it  represents  a 
phase  of  education  which  is  not  amenable  to  compulsory 
methods,  it  must  seek  to  reach  a  maximum  of  attractive- 
ness. With  this  object  in  view  the  factors  determining 
the  success  of  a  savings  system  are  security  of  deposits, 
earning  capacity  of  deposits,  and  locality  of  depositories. 

The  first  requisite  of  success  is  perfect  security  of 
deposit.  Insistence  upon  absolute  security  of  deposits 
might  be  criticised  as  a  hot-house  method, —  as  forcing  a 
growth  which  cannot  endure  the  variations  in  the  outside 
atmosphere.  It  might  be  said  that  the  insecurity  of  tern? 
poral  things  is  a  fact  which  should  be  impressed  upon  the 
minds  of  every  one ;  and  it  might  be  urged  that  implicit 
reliance  upon  an  institution  or  upon  a  person  tends  to 
foster  a  spirit  of  dependence,  and  induces  a  helplessness 
to  cope  with  the  world.  Against  this  it  might  be  urged 
that  it  is  the  province  of  organized  society  to  eliminate 
the  elements  of  insecurity  in  so  far  as  practicable.  In 
lines  of  education  the  hot-house  method  can  never  be 
wholly  discarded.  Reliance  upon  the  master  and  upon 
the  educational  institution  are  essential  to  the  success  of 
any  educational  scheme.  In  teaching  lessons  in  saving, 
therefore,  as  great  care  should  be  exercised  in  providing  a 
confidence-deserving  savings  institution  as  would  be  exer- 
cised in  selecting  a  master  with  an  education  and  equip- 
ment deserving  of  the  confidence  of  the  pupiL  In  view 
of  the  many  grown  people  who  are  still  children  in  the 
matter  of  spending  their  money,  it  is  clear  that  they  should 
receive  every  encouragement  which  a  sense  of  perfect 
security  will  give. 

As  to  the  earning  power  of  the  deposits,  the  rule  should 
be  laid  down  that  the  deposits  should  be  made  to  earn  as 
large  an  interest  sum  as  would  be  consistent  with  reason- 
able security.    This  point  is  not  always  insisted  upon  by 


Digitized  by  VjOOQIC 


56  QUABTERLT  JOURNAL  OF  ECONOMICS 

advocates  of  the  savingEhbanks  as  a  part  of  an  educational 
scheme.  It  seems  a  great  mistake.  In  proportion  as 
the  saving  power  is  weak,  should  the  pecuniary  induce- 
ment to  save  be  high.  The  very  weak  saver  is  not  in- 
duced to  save,  in  order  to  finally  spend  for  a  different  class 
of  goods.  He  does  not  classify  his  expenditures,  but  he 
has  an  ill-defined  sense  of  few  or  many  gross  satisfactions. 
The  greater  amount  of  satisfactions,  according  to  his 
present  estimate  of  satisfactions,  is  the  telling  argument. 
He  will  reason  that  it  is  as  well  to  spend  your  money  as  it 
comes  in,  and  be  sure  of  your  enjoyments,  as  to  practise 
self-denial  for  a  period,  and  to  have  no  greater  satisfaction 
at  the  end  than  the  sum  of  the  enjoyments  which  he 
might  have  been  having  all  the  time.  He  might  reason 
that  it  would  even  be  better  to  spend  as  you  go,  because 
such  a  policy  would  save  the  pain  involved  in  self-denial. 
There  must  be  an  appreciable  addition  to  the  sum  of 
satisfactions  in  the  hope  of  the  weak  saver,  to  induce  him 
to  sacrifice  present  wants.  The  greater  this  addition,  the 
greater  the  success  of  the  scheme.  If  the  bank  deposits 
could  be  made  to  earn  for  the  depositor  an  interest  rate  of 
10  per  cent.,  it  would  be  more  than  four  times  as  effective 
an  educator  as  a  8  per  cent.  rate.  An  extraordinary  stim- 
ulant is  required  where  the  saving  power  is  very  weak. 

Ideas  current  in  America  about  legitimate  investments 
of  postal-savings  deposits  are  liable  partially  to  defeat  the 
main  object  of  the  institution.  Postal  savings  is  itself  a 
phase  of  state  activity  which  impinges  upon  inherited  pre- 
judices as  to  the  legitimate  functions  of  the  state.  It 
could  hardly  find  acceptance  in  America,  except  as  an  edu- 
cational scheme.  Great  fear  is  entertained  lest  the  gov- 
ernment, in  order  to  carry  out  the  scheme,  will  have  to 
do  more  or  less  of  a  banking,  or  money-lending,  business. 
The  ghost  of  laisaez  faire  is  greatly  frightened  at  such  a 
prospect.  Hence  there  has  sprung  up  in  anticipation  of 
the  postal  savings-bank  an  incipient  doctrine  as  to  legit- 
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imate  and  illegitimate  inyestment  of  funds  held  in  trust 
by  the  government.  This  incipient  doctrine  proscribes 
investments  in  personal  or  real  estate  securities,  and  pre- 
scribes government  and  state  securities.  The  idea  that  a 
state  savings  system  should  deal  only  in  state  or  other 
public  securities  will,  if  it  prevails,  keep  the  earnings  of 
deposits  below  3  per  cent.,  while  in  America  the  rate 
should  be  4  or  6  per  cent.  One  could  wish  in  the  inter- 
est of  social  and  industrial  reform  that  so  much  of  the 
old  idea  of  the  Physiocrats  as  to  the  legitimate  sphere 
of  state  activity  had  not  survived.  A  more  hopeful  doc- 
trine might  be  borrowed  from  the  practice  of  courts  in 
interpreting  statutes, —  that  the  power  of  the  courts  to 
use  whatever  means  may  be  necessary  to  make  the  law 
fully  effective  is  assumed.  The  effectiveness  of  a  reform 
measure  should  not  be  hampered  by  any  doctrines  as  to 
the  legitimate  sphere  of  state  activity.  The  adoption  of  a 
reform  measure  by  the  state  should  be  the  single  issue ; 
and,  that  settled,  every  provision  should  be  made  looking 
to  its  complete  success.  The  first  battle  won,  there  should 
be  no  further  hostages  to  laisaez  faire.  This  is  the  logical 
position,  and  it  would  be  the  best  fighting  position  if  the 
friends  of  the  movement  could  only  be  made  to  see  it. 

Such  a  principle  would  dictate  a  policy  as  to  invest- 
ments having  in  view  a  large  return  to  depositors.  Fol- 
lowing the  approved  policy  of  existing  savings-banks  in 
America,  such  loans  would  largely  be  on  real  estate  se- 
curity, which  might  average  a  gross  interest  of  about  6 
per  cent.  In  the  larger  cities  a  pawn-fihop  feature  might 
be  added,  which  should  yield  about  10  per  cent.* 

*  Since  1840  the  state  pawn-ehop  syBtem  of  Madrid,  known  by  the  name  of 
*^ Mont-de-PieUy*^  which  dates  from  1702,  has  been  joined  to  the  sayingfr-baok. 
Since  then  the  two  hare  been  nnder  state  management  as  a  siDgle  institution, 
endxely  snccessfnl  and  se]f'«apporting.  Loans  are  made  by  the  pawn  depart- 
ment on  deposit  of  jewels,  diamonds,  predons  stones,  linen  articles  of  doihing, 
and  goremment  securities,  at  the  remarkably  low  rate  of  6  per  cent,  per 
SD|inm.  In  other  states  and  private  pawn-shops  the  minimnm  interest  rate  is 
about  12  per  cent.    Notwithstanding  this  low  rate  the  Barings  department 
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The  location  of  the  savings-bank  is  a  most  important 
consideration.  Here  the  success  must  largely  depend  upon 
the  breadth  of  view.  A  centralized  system  has  a  great 
advantage  over  a  local  system,  a  state  over  a  municipal 
system.  The  test  here  is  not  how  large  a  per  cent,  of  the 
population  become  patrons  of  the  bank,  but  how  exten- 
sively the  most  improvident  classes  have  been  reached. 
Improvidence  becomes,  to  an  extent,  localized  in  a  section 
of  the  country  or  in  a  community  within  the  city.  A 
backward  section  of  a  country  is  almost  inevitably  an 
improvident  section.  The  backwardness  is  due  in  large 
measure  to  a  low  saving  power.  Capitalistic  undertakings 
are  scarce  because  the  ratio  between  earning  power  and 
living  expenditures  tends  to  an  equality.  The  redemp- 
tion of  the  section  demands  that  the  lack  of  individual 
providence  be  made  good  by  collective  savings,  that  col- 
lective sacrifices  afford  the  opportunity  for  capitalistic 
undertakings,  and  that  the  tutelage  in  savings  train  the 
individuals  to  become  capitalists,  to  give  direction  to  the 
facilities  made  available.  The  state  can  best  discover  these 
weak  localities  and  supply  the  machinery  for  their  redemp- 
tion. They  will  never  discover  themselves.  Thus  a  local 
system,  like  the  German,  will  leave  the  backward  sections 
of  the  country  unprovided  for.  Or  a  voluntary  system, 
like  the  present  one  in  America,  may  only  find  a  high 
development  in  three  or  four  states,  and  in  those  states 
only  in  a  few  large  cities.  The  post-office  seems  an  ideal 
institution  in  this  regard  for  accomplishing  the  purpose 
of  the  savings-bank.  It  reaches  every  rural  community; 
and  the  more  rural  or  backward  the  community,  perhaps, 

18  able  to  insure  the  depotiton  an  interest  rate  of  4  per  cent,  per  annum.  A 
rate  of  12  per  oent.  in  Amerioa  would  prore  a  great  boon  to  l^e  deserring 
patroDB  of  the  pawnshops,  at  the  same  time  netting  the  bank  about  10  per 
cent.,  and  appreciably  increasing  the  general  interest^bearing  power  of  the 
deposits.  For  fuller  account  of  the  Madrid  system,  see  **  Report  on  the  System 
of  Pawnbroking  in  Spain,"  by  H.  Drummond  WolfF,  in  Exports  from  her  Maj' 
€Sty*$  Representatives  Abroad  on  the  Systems  qf  Pawnbroking  in  Various  Countries 
(August,  1894). 
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the  more  intimately  does  it  touch  the  life  of  its  eyery  indi- 
vidual. On  the  other  hand,  in  localities  where  a  discipline 
in  saving  is  not  so  much  needed,  where  there  is  no  demand 
for  postal  savings  (as  where  co-operative  building  associa- 
tions are  largely  in  use),  the  postal  savings-bank  may  aid 
existing  institutions  by  affording  them  a  safe  depository 
for  their  current  funds  without  interfering  with  their 
general  usefulness. 

The  same  localizing  tendency  is  found  within  the  locality. 
Any  city  could  be  plotted  with  reference  to  the  general 
degrees  of  the  improvidence  of  the  citizens.  A  scientific 
savings  systetn  within  a  city  will  extend  its  facilities  not 
so  much  with  reference  to  the  amount  of  business  as  with 
reference  to  the  amount  of  need  of  encouragement  to  save. 
It  is  more  urgent  that  the  savings  collector  should  go 
from  house  to  house  explaining  the  advantages  of  saving 
accounts,  and  that  well-appointed  depositories  should  be 
located  in  communities  where  the  people  are  strangers 
to  the  saving  habit,  than  in  communities  where  the 
people  are  well  started  in  saving.  In  the  latter  class  of 
communities  the  people  will  seek  the  savings-bank,  in  the 
former  the  savings-bank  must  seek  the  people.  Here  the 
advantage  of  a  centralized  philanthropic  system  is  evi- 
dent. As  between  the  state  government  and  the  city 
government,  it  is  reasonable  to  assume,  and  experience 
amply  proves,  that  the  city  is  more  competent  to  minister 
to  the  needs  of  the  different  localities.  The  municipal 
savings-banks  in  both  Germany  and  France  (the  latter 
in  competition  with  the  postal  savings-bank)  have  beaten 
the  best  records  of  state  savings  systems  in  cultivating 
savings.  Municipal  systems  for  large  cities  seem  to  offer 
an  excellent  supplement  to  a  state  savings  system  organ- 
ized in  the  spirit  of  an  educational  scheme.  Objections 
to  municipal  savings-banks  in  America,  however,  may  be 
valid  until  a  more  intelligent  and  vital  municipal  spirit 
has  been  aroused. 
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The  above  considerations  are  directed  mainly  to  the  edu- 
cation of  adults  in  saving.  The  logical  starting-place  of 
savings-banks  is  the  elementary  schools.  Savings-banks 
should  above  all  be  placed  within  the  knowledge  of  chil- 
dren, and  their  methods  and  advantages  should  be  ex- 
plained to  every  child.  This  would  be  the  surest  way 
of  bringing  within  reach  the  realization  of  the  sense  of 
order  which  culture  creates.  Savings-banks  offer  most 
attractive  facilities  for  impressing  youth  with  the  value 
of  providence.  While  the  pupil  is  learning  the  advan- 
tages of  sacrificing  the  small  pleasures  of  the  present  for 
the  greater  pleasures  of  the  future  through  his  weekly 
investments  in  savings-bank  credits,  he  is  acquiring  a  new 
zest  for  the  mastery  of  arithmetical  sums  and  the  rules  of 
interest.  In  many  ways  it  can  be  made  to  fit  in  and 
supplement  the  general  curricula. 

Providence  is  the  faculty  which  there  is  most  need  to 
cultivate  in  the  child.  Education  must  instil  into  the 
thought  of  the  child  the  character  of  property,  the  desira- 
bility of  its  lawful  possession,  and  the  means  of  acquiring  it. 
Criminality  largely  flows  from  hazy  conceptions  of  the 
character  of  property  and  proper  methods  of  acquiring  it. 
Education  should  enforce  these  things  upon  the  minds  of 
the  young  by  the  most  simple  and  concrete  methods.  Chil- 
dren are  like  savages  in  their  conception  of  property. 
Any  one  who  has  watched  the  Indians  at  an  agency, 
spending  the  money  which  they  draw  from  the  govern- 
ment, knows  how  aptly  they  represent  the  childhood  of 
the  race  in  the  use  of  money.*    While  they  are  wretch- 

*  It  is  gratifying  to  see  how  dearly  this  weakness  is  recognized,  and  how 
intelligent  a  treatment  is  applied  hy  the  superintendent  of  the  leading  Indian 
school  in  America,  as  shown  in  the  following  eztractB  from  a  letter  to  the 


"  We  still  nse  the  savingB-hank  as  an  adjunct  to  our  system  of  education, 
and  it  has  grown  and  enlarged  as  the  school  has  grown.  We  place  equal  em- 
phasis on  the  earning.    We  require  our  students  to  earn  and  save, 

"  During  the  summer  we  place  out  in  the  country  a  yery  large  proportion  of 
our  students.    Just  now  we  haTO  out  686.    They  axe  all  earning  good  wages  in 
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edly  clothed  and  housed,  they  will  invest  their  money  in 
bright  tin  boxes  and  Saratoga  trunks. 

The  idea  of  school  sayings  dates  from  1834,  when  it  waj9 
adopted  in  a  communal  school  in  Le  Mans,  France.  The 
system  was  next  established  at  Wiirtemberg  in  1846,  and  in 
Buda  Pesth  in  1866.  The  most  active  propaganda  was 
commenced  in  Belgium  in  1866  by  Professor  Laurent,  of 
the  University  of  Ghent,  who  travelled  about  the  kingdom, 
going  from  school  to  school  explaining  the  advantages  of 
such  an  institution  to  educators  and  the  people.  As  a  re- 
sult of  his  labors,  about  1800,000  was  deposited  by  the  chil- 
dren of  the  country  by  the  close  of  1891.  The  system  has 
now  been  introduced  into  most  of  the  countries  in  Europe. 

France  now  leads  the  world  in  this  department  of  edu- 
cation, thanks  to  the  scientific  methods  and  complete 
devotion  of  M.  A.  C.  Marlarce.  He  was  deputed  by  his 
government  to  make  a  study  of  educational  methods,  with 
especial  reference  to  economic  instruction  at  the  Vienna 
Exposition  in  1878.  He  also  visited  the  schools'  savings- 
banks  in  Belgium,  Germany,  and  England,  and  consulted 
with  Professor  Laurent  and  other  authorities.  The  plan 
which  he  developed  is  now  in  use,  under  the  protection  of 
the  government,  throughout  France.  In  1892  there  were 
23,375  schools  where  children's  savings  were  received,  and 
through  them  478,173  children  kept  savings  accounts 
which  reached  the  aggregate  amount  of  12,688,812  francs. 
A  frequent  mode  of  bestowing  aid  is  to  give  to  the  chil- 

propattion  to  theu  ability.  The  earmngs  of  the  school  year  will  probably  ez- 
eeed  925,000.  We  impress  npon  those  who  have  charge  of  onr  students  to  teaoh 
them  to  save,  to  bny  whatever  may  be  necessary  economically,  and  to  buy  with 
wisdom.  We  have  a  system  of  reports  which  keeps  ns  informed  in  regard  to 
eaeh  case,  so  that  we  can  onxselyes  emphasize  instmotions.  Students  going  ont 
each  make  a  contract,  and  part  of  that  contract  is  to  save. 

**  The  banking  system  is  in  the  school,  bnt  we  nse  the  local  bank  and  $10,000 
in  6  per  cent,  bonds.  The  bank  pays  3  per  cent.  Onr  depomtors  number  above 
700,  practically  seven-eighths  of  our  pupils.  The  others  would  be  depositors, 
were  they  not  too  young  to  earn  money  or  too  recently  amved."  From  a 
letter  from  Captain  R.  H.  Pratt,  of  the  Tenth  United  States  Cavalry,  superin- 
tendent of  the  Carlisle  Indian  Industrial  School  at  Carlisle,  Pennsylvania. 
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drea  of  the  poor  a  savings-bank  aocount  in  lieu  of  money. 
Madame  Camot,  wife  of  the  French  president,  in  1888  dis- 
tributed among  four  hundred  of  the  poorest  children  in 
Paris  sayings-bank  books,  each  containing  a  credit  of  ten 
francs. 

The  systems  in  use  in  Germany,  Hungary,  Russia, 
Switzerland,  Denmark,  Holland,  and  England,  are  com- 
monly managed  by  private  associations.  In  Italy  the 
number  of  children  depositors  through  the  schools  in- 
creased from  11,933  in  1876  to  65,062  in  1885,  and  to 
102,832  in  1888 ;  but  there  was  a  drop  to  90,974  in  1890. 
The  amounts  of  deposits  for  the  same  periods  were  32,049 
lire,  376,345  lire,  and  496,564  and  382,674  lire.  In  Hun- 
gary the  increase  has  been  constant,  starting  with  2,621 
pupils  in  1876,  and  reaching  37,737  in  1890 ;  and  the  total 
of  deposits,  which  had  started  with  only  13,337  gulden,  had 
reached  113,264  gulden  in  1886.  In  Germany  in  the  year 
1888  savings-banks  in  connection  with  834  schools  had 
61,940  children  patrons  and  deposits  amounting  to  some 
640,000  marks.  Besides  these  there  were  about  50  other 
children's  savings-banks.  In  1892  there  were  158  cities 
and  2,272  villages  in  the  empire  with  facilities  designed 
especially  for  youthful  saving.  They  included  1,091 
school  savings-banks,  with  about  4,000  places  of  deposit, 
1,821  Youths'  Deposit  Banks  {Jugend  Darlehnkassen)^  19 
confirmation  banks,  336  pfennig  savings-banks,  and  100 
Sunday-school  savings-banks.  There  were  in  all  243,933 
youthful  patrons  of  these  various  institutions,  and  savings 
amounting  to  some  1.76  million  marks. 

A  common  scheme  for  encouraging  small  savings, 
adopted  by  the  postal  and  other  savings-banks,  is  the 
issuing  of  cards  containing  printed  spaces  for  stamps. 
The  depositor  may  invest  his  savings  in  postage-stamps  of 
the  denominations  of  a  penny,  ten  centimes,  and  the  like, 
and  paste  them  in  these  spaces.  When  his  card  is  filled, 
it  contains  an  equivalent  in  stamps  of  the  minimum  de- 
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posit  which  the  bank  will  receive, —  as  a  shilling,  a  franc, 
—  and  then  it  will  be  received  as  money.  In  England 
such  blank  cards  can  be  had  at  all  poslroffices  on  applica- 
tion. In  England,  also,  agents  of  the  postal  banks  go  to 
the  school-houses  to  collect  the  children's  deposits,  if  such 
an  arrangement  be  desired.  In  Italy  the  teacher  may  re- 
ceive deposits  from  his  pupils,  and  may  obtain  from  the 
postal  savings-bank  a  book  in  which  the  entire  sum  of 
deposits  is  credited  from  time  to  time,  the  teacher  himself 
keeping  the  individual  accounts  of  the  pupils  separate. 

The  matter  seems  to  have  first  come  into  public  notice 
in  the  United  States  in  a  paper  read  by  Mr.  John  P. 
Townsend,  of  New  York,  before  the  American  Social 
Science  Association  in  1876,  and  about  the  same  time 
through  articles  for  the  press  by  Mr.  T.  S.  Merrill,  of 
Beloit.  Mr.  Merrill  was  instrumental  in  establishing  a 
bank,  founded  on  the  result  of  his  investigation  in  Europe, 
in  the  public  schools  of  Beloit,  which,  however,  only  lasted 
five  years.  The  next  experiment  in  this  direction  was 
that  of  Captain  R.  H.  Pratt,  of  the  Tenth  Cavalry,  super- 
intendent of  the  Carlisle  Indian  Industrial  School. 

An  interesting  experiment  was  that  of  Superintendent 
C.  M.  Carpenter  in  the  public  schools  of  Bloomington, 
Indiana.  This  was  made  to  yield  the  depositors  10  per 
cent,  interest  by  operating  in  connection  with  a  local 
building  association.  The  money  from  the  different 
grades  was  placed  in  envelopes,  and  these  were  taken 
to  the  Workmen's  Building  &  Loan  Fund  and  Savings 
Association.  The  school  was  carr)ring  100  shares  of  run- 
ning stock,  for  which  it  paid  $25  dollars  weekly.  The 
balance  of  the  deposit  was  applied  to  the  purchase  of 
paid-up  stock  bearing  6  per  cent,  interest.  This  high  rate 
was  due  to  a  number  of  causes.  Being  conducted  on  the 
co-operative  principle,  there  were  no  salaried  officers  and 
scarcely  any  expense  of  any  kind.  Interest  was  only  paid 
on  even  dollars ;  and  deposits  were  not  paid  interest  from 
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the  date  of  deposit,  but  interest  began  to  run  from  the 
last  Monday  in  the  month.  Out  of  1,100  pupils  in  1898, 
650  were  depositors.  The  average  weekly  deposit  for  the 
school  was  $47.17,  and  the  ayerage  weekly  withdrawal 
was  $18.81.  The  subsequent  history  of  the  experiment 
shows  how  essential  it  is  to  have  teachers  aroused  to 
the  importance  of  such  an  institution.  On  the  removal 
of  Superintendent  Carpenter,  who  was  the  organizer  and 
manager,  all  the  deposits  were  soon  withdrawn  because 
his  successor  took  no  interest  in  it. 

The  present  development  of  school  savings  in  this 
country  is  due  largely  to  the  enthusiasm  and  untiring 
efforts  of  Mr.  J.  T.  Thiry,  of  Long  Island  City,  and  of 
Sarah  Louisa  Oberholzer,  of  Norristown,  Pennsylvania. 
Mr.  Thiry,  who  is  a  native  of  Prance,  came  to  this  country 
a  few  years  ago  for  his  health,  and  has  since  proven  him- 
self an  invaluable  citizen.  While  serving  as  school  com- 
missioner in  Long  Island  City  in  1885,  he  introduced  the 
savings  system  into  the  city  schools ;  and  he  is  still  a  tire- 
less worker  for  school  savings.  The  spirit  and  method  of 
this  work  in  America  are  best  described  in  Mr.  Thiry's 
own  words:  — 

Here,  then,  is  the  field,  the  iBspiratioD,  and  the  aim  of  the  school 
banking  system.  It  takes  the  principles  of  frugality  and  thrift  down 
into  the  training-ground  of  the  young, — the  public  schools, — and 
confirms  them  in  those  habits  upon  which  success  in  their  future 
struggles  for  competence  will  depend.  By  so  doing  it  fosters  the 
morals,  for  a  better  manhood  is  inseparable  from  a  frugal  life.  Thus 
school  banking  iq  in  thorough  harmony  with  the  school ;  for,  as  the 
school  aims  at  making  a  good  citizen,  so  likewise  does  school  banking. 
It  is  an  object-lesson  in  political  economy,  and  is  of  telling  import 
when  the  pupil  at  last  crosses  the  line  which  divides  the  worlds  of 
business  and  study.  The  practical  conduct  of  school  banking  is  very 
simple.  Every  Monday  morning  ten  minutes  are  devoted  by  teachers 
to  the  collection  of  the  savings  of  the  scholars.  These  savings  are 
deposited  in  the  savings-bank  to  the  credit  of  the  scholars.  When  a 
child  has  a  deposit  of  one  dollar,  the  bank  provides  a  bank-book. 
Money  is  only  to  be  withdrawn  by  check,  signed  by  the  depositor  and 
by  the  parent  or  teacher. 
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This  method,  yarying  somewhat  from  that  of  Belgium  and  other 
European  lands,  I  had  the  privilege  of  introducing  into  the  schools  of 
Long  Island  City,  New  York,  in  1885.  What  have  been  the  results 
of  the  movement,  then  only  to  be  regarded  as  a  hazardous  innovation  ? 
Twelve  years  have  passed.  School  banking  long  ago  ceased  to  be  an 
experiment.  It  is  now  in  successful  operation  in  sizty-three  cities 
and  villages  in  the  nation.  The  total  amount  deposited  to  the  credit 
of  the  children  is  ^51,211.87.  Of  this  amount  9158,197.14  remained 
due  to  the  depositors  March  16, 1897.  These  statistics  represent  what 
may  be  described  as  the  regular  system  of  school  banking.  This 
system  has,  however,  given  rise  to  several  others  in  the  schools,  such 
as  the  stamp  and  collection  systems,  and  to  several  philanthropic 
organizations  of  a  more  general  character,  such  as  the  Penny  Provi- 
dent Fund  of  New  York,  the  Provident  Savings  Bank  of  Badtimore, 
and  the  Stamp  Savings  System  of  Grand  Rapids,  Michigan.* 

Mr.  Thirj  publishes  an  annual  report  of  the  standing 
of  the  different  school  savings-banks  in  the  United  States. 
The  report  for  the  year  ending  March  16, 1898,  shows  a 
total  number  of  school-houses  haying  sayings-banks  of 
349,  and  these  containing  1,809  banks.  In  these  schools 
there  were  registered  97,999  pupils,  of  whom  41,868, 
or  nearly  one-half,  were  depositors.  The  total  deposits 
amounted  to  $530,819,  and  the  total  withdrawals  to 
$350,668,  leaving  due  the  depositors  $179,651.  As  com- 
pared with  the  standing  for  the  year  ending  March  16, 
1897,  the  report  shows  extraordinary  progress.  There 
were  then  only  280  schools  with  banks,  and  only  1,572 
banks.  The  amount  due  depositors  has  risen  from 
$158,197. 

An  index  to  the  capacity  of  Mr.  Thiry  and  Mrs.  Ober- 
holzer  for  propaganda  is  found  in  the  fact  that,  out  of  the 
total  number  of  school-houses  containing  savings-banks, 
53  are  in  New  York  and  153  in  Pennsylvania,  their  respec- 
tive home  states.  These  figures  also  furnish  an  index 
to  the  inadequacy  of  the  voluntary  movement.    It  is  no 

*£xtraot  from  an  addrefls  before  Coimcil  of  State  SaperintendentB  at 
Onondaga,  New  York,  October  22, 1897,  and  published  in  the  Report  of  the 
TransaotionB  of  the  Anooifttion. 
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disparagement  of  the  prinoipal  movers  in  the  cause  to 
conclude  that,  after  thirteen  years  of  active  and  earnest 
effort,  the  results  attained  are  proof  of  the  inadequacy 
of  unaided  voluntary  action.  In  these  years  only  seventy- 
six  towns  and  cities  in  the  United  States  have  adopted 
school  savings,  and  these  extend  over  only  eight  states. 
Scarcely  an  impression  has  been  made  upon  the  school 
system  of  the  country.  The  reasons  should  be  dear 
enough. 

The  voluntary  system  places  too  great  a  reliance  upon 
the  skill  and  interest  of  supeiintendents  and  teachers. 
This  is  the  rock  on  which  a  number  of  school  banks  have 
gone  to  pieces,  notably  the  one  at  Bloomington,  Indiana, 
before  mentioned.  Every  change  of  superintendents  must 
place  in  peril  the  continuance  of  the  children's  saving 
system,  because  its  vitality  depends  upon  the  interest  and 
appreciation  of  the  incoming  superintendent. 

In  the  second  place  the  system  imposes  too  heavy  a 
burden  upon  the  superintendent.  If  it  is  made  a  reg- 
ular requirement,  the  superintendent,  or  teacher,  may  be 
expected  to  give  instruction  in  the  general  principles  of 
saving ;  but,  in  order  for  this  much  to  be  accomplished,  it 
should  be  a  universal  and  well-recognized  feature  of  school 
training.  In  addition  to  this  the  system  requires  the 
teachei:  to  be  to  an  extent  a  banker,  and  it  requires  him  to 
enter  into  rather  a  complicated  arrangement  with  a  local 
bank;  and  he  may  have  no  qualification  for  either  of  these 
offices. 

Another  obstacle  to  their  success  is  a  lack  of  confidence 
in  local  banking  institutions.  Mrs.  Oberholzer  writes, 
**  The  lack  of  public  confidence  in  banking  institutions  has 
been  our  greatest  drawback  in  the  introduction  of  school 
savings-banks."  In  the  same  letter  she  says,  *'I  am  in 
favor  of  postal  savings,  and  all  secure  and  legitimate 
methods  for  saving  money  for  individual  and  public  bene- 
fit."   Where  there  are  a  number  of  banks  in  a  locality,  it 
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may  often  be  a  delicate  matter  to  select  one  of  them  to 
manage  the  school  savings.  Local  jealousies  growing  out 
of  such  selection  might  seriously  embarrass  the  superin- 
tendent and  cripple  the  success  of  the  institution. 

Hence  the  two  chief  desiderata  for  a  successful  school 
savings  system  are  (1)  the  incorporation  of  instruction  in 
savings  in  the  curricula  of  the  school  and  (2)  a  safe  and 
competent  outside  agency  for  the  collection  and  custody 
of  the  funds.  With  instruction  and  periodical  visitation 
reduced  to  method,  the  foundation  for  the  greatest  prog- 
ress in  savings  will  have  been  laid. 

A  postal  savings  system  can  afford  a  satisfactory  cus- 
tody and  a  competent  corps  of  collectors  to  make  periodi- 
cal visits  to  the  schools.  The  postal  system  has  the 
additional  advantage  of  reaching  both  the  parents  and 
the  children.  It  can  send  its  missionaries  to  the  home 
and  to  the  factory  to  collect  savings  and  to  explain  the 
principle  of  the  savings-bank.  For  any  private  institu- 
tions such  visits  would  be  very  delicate  undertakings,  and 
doubtful  as  to  their  results. 

The  full  value  of  school  savings  could  not  be  reached 
unless  the  parents  were  also  indoctrinated  with  the  idea, 
and  the  parents  need  considerable  instruction  in  order  to 
secure  their  co-operation.  Poor  parents,  whose  children 
earn  money  out  of  school  hours,  are  often  incompetent  to 
advise  their  children  as  to  how  to  spend  their  earnings, 
which  are  very  likely  to  be  spent  to  the  injury  of  the  chil- 
dren. Newsboys  are  alarmingly  addicted  to  the  use  of 
tobacco.  If  their  parents  could  be  induced  to  become 
patrons  of  the  savings-banks  in  ever  so  small  a  way,  the 
school  savings-bank  would  have  secured  a  powerful  ally. 

The  need  of  such  co-operation  is  also  great  in  the  case 
of  the  well-to-do  parents.  To  such  families  the  savings- 
bank  visitor  might  suggest  salutary  modifications  in  the 
domestic  economy.  The  pampering  of  children  in  such 
families  is  likely  to  prove  their  ruin.     An  unwise  and 
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indiscriminate  catering  to  the  wants  of  children  is  the 
most  natural  fault  of  a  parent  who  is  able  to  respond  to 
their  appeals.  In  this  respect  the  children  of  the  poor 
have  the  advantage.  They  at  least  learn  the  lesson  of 
making,  if  they  know  nothing  of  saving.  A  wholesome 
doctrine  for  the  adoption  of  well-to-do  homes  would  be  to 
teach  the  children  to  look  to  their  parents,  as  a  matter  of 
course,  for  provision  for  their  physical  necessities  and  for 
their  education,  but  for  nothing  more  than  this.  Facili- 
ties for  earning  should  be  afforded  by  the  parent,  if 
necessary,  in  the  care  of  the  house  and  grounds  or  the 
garden  or  the  furnace  or  amanuensis  work  or  doing 
errands.  In  such  cases  payment  should  not  be  made  in 
money,  but  in  certificates  of  deposit  in  the  savings-bank. 
Every  opportunity  and  facility  should  be  used  for  increas- 
ing the  acquaintance  and  familiarity  with  the  savings- 
bank. 

These  considerations  point  to  the  savings-bank  as  the 
best  educator  in  practical  economy.  They  recognize  the 
present  economic  order  as  the  order  of  the  future,  in  so  far 
as  we  have  any  concern.  With  this  fact  kept  in  view,  it 
will  be  seen  that  the  chief  remedy  proposed,  state  educa- 
tion in  saving,  cannot  be  regarded  as  in  any  sense  social- 
istic. Its  spirit  is  as  diametrically  opposed  to  collectivism 
as  possible ;  for  it  seeks,  above  all,  to  strengthen  the  indi- 
vidual for  the  battles  of  competition.  It  seeks  to  impress 
the  lessons  of  self-control  and  self-discipline  for  the  build- 
ing up  of  economic  strength. 

It  has  been  the  object  of  the  writer  in  the  preceding 
pages  to  direct  attention  to  what  seems  a  serious  danger 
in  the  present  trend  of  meliorative  thought;  and,  in  so  far 
as  this  trend  of  thought  seeks  the  elevation  of  the  masses 
through  the  influences  of  culture,  he  has  sought  to  expose 
its  weakness.  He  has  also  sought  to  trace  the  economic 
bearings  of  education  and  to  indicate  how  far  existing 
systems  come  short  of  the  ideal.     He  considers  the  build 


Digitized  by  VjOOQIC 


THE  EDUCATIONAL  ASPECTS  OF  SAVING  69 

ing  of  economic  strength  to  be  the  chief  function  of  edu- 
cation. Here  he  would  not  be  considered  as  favoring  a 
merely  materiaUstio  scheme  of  education,  neglecting  the 
imaginative,  (esthetic,  and  ethical  sides  of  the  child's  nat- 
ure, but  as  emphasizing  the  interdependence  of  growth  in 
culture  and  of  control  over  immediate  wants.  A  recogni- 
tion of  the  incompetency  of  present  educational  schemes 
to  build  up  an  economic  basis  for  growth  in  individual 
culture  will  at  the  same  time  lead  to  a  recognition  of  the 
grain  of  truth  in  the  assertion,  so  often  made,  that  our 
educational  systems  are  impractical.  Following  this  line 
of  reasoning,  the  writer  is  forced  to  the  conclusion  that 
instruction  in  saving,  both  by  precept  and  example,  both 
to  children  and  adults,  promises  more  than  anything  else 
to  give  the  practical  finish  to  our  educational  schemes. 
He  believes  that  an  institution  which  will  commend  itself 
to  the  approval  and  the  confidence  of  the  masses  in  so  far 
as  to  secure  their  patronage  will  conduce  more  than  al- 
most anything  else  to  individual  self-realization. 

The  scheme  of  required  instruction  in  saving,  supple- 
mented by  a  central  public  savings-bank,  indicates  the 
writer's  view  as  to  the  extent  to  which  economics  should 
be  taught  in  the  elementary  schools.  It  might  well 
be  taught  under  the  name  of  practical  economics ;  for  it 
promises  to  guide  the  individual  to  a  higher  plane  of  liv- 
ing, to  supply  him  with  both  the  theory  and  the  facilities 
for  attaining  unto  the  better  things  of  life. 

Finally,  these  views  are  presented  in  the  belief  that,  if 
the  educational  aspects  of  savings  are  clearly  recognized  by 
the  public,  it  will  wisely  influence  the  provisions  for  a 
state  savings-bank  in  America,  when  public  sentiment  is 
ripe  for  such  an  institution. 

James  H.  Hamilton. 
Stbacuss  Uiovkrsitt. 


Digitized  by  VjOOQIC 


A   CONNECTICUT   LAND   BANK    OF   THE 
EIGHTEENTH  CENTURY. 

Ik  a  previous  paper  the  writer  described  the  Massachusetts 
Land  Bank  of  1740,  and  pointed  out  that  the  theory  upon 
which  it  was  founded  had  been  the  subject  of  discussion  long 
before  the  actual  trial  made  in  1740.*  In  1714  an  attempt 
had  been  made  to  organize  a  similar  company;  and  this  in 
turn  had  been  based  upon  a  project  originally  submitted  to 
the  Council  of  the  Massachusetts  Bay  in  1686,  and  for  a 
time  favorably  considered  by  that  body.  In  the  account  of  a 
Connecticut  company  organized  in  1782,  which  forms  the 
subject  of  the  present  paper,t  certain  resemblances  to  the 
Massachusetts  Land  Bank  will  be  easily  detected,  whose  origin 
may  perhaps  be  attributed  to  the  discussion  in  this  province 
in  1714  and  1686.  In  each  case  the  intention  apparently  was  to 
form  a  company  which  should  furnish  bills  somewhat  similar 
in  character  to  the  bills  of  public  credit  then  in  circulation* 
The  currency  of  these  bills  was  to  be  attained  through  lend- 
ing them  to  borrowers  who  would  agree  to  receive  them  in 
trade  and  commerce,  and  who  were  to  furnish  adequate  secu- 
rity for  their  loans,  the  general  idea  being  that  real  estate 
was  best  for  that  purpose.  The  borrowers  were  to  constitute 
the  company,  which  was  to  have  no  capital  stock  paid  in ;  and 
their  voice  in  the  management  of  its  affairs  was  to  be  propor- 
tionate to  their  borrowings. 

The  Connecticut  company  did  not  originally  pose  as  an 
organization  of  this  description.  It  was  chartered  in  1782  by 
the  Connecticut  Assembly,  under  the  title  of  the  New  London 
Society  United  for  Trade  and  Commerce.  It  is  evident  from 
the  language  of  the  charter  that  the  intention  of  the  Assembly 
was  to  permit  the  formation  of  a  joint  stock  company,  in 

•  CwrrmMy  DUeuukm  in  McMoohMMtU  in  ths  BightrntOh  OmUwVt  iA  this 
Jonziial,  T<fl.  xt,  Ootober»  1886,  and  Janiutry,  1897. 

t  The  story  of  this  Oonneotlcut  Land  Bank  formed  Uie  subject  of  a  oomaMuii- 
oatlon  to  the  Colonial  Society  of  MaesachnBetts  at  the  meeting  of  Jannaiy,  1808. 
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which  the  members  should  participate  in  proportion  to  the 
amonnt  of  their  investments.  The  alleged  purposes  of  the 
society  are  sufficiently  indicated  in  its  title.  If  upon  an  analy- 
sis of  the  affairs  of  this  company  we  shall  find  .in  its  actual 
organization  enough  points  of  identity  with  the  schemes  of 
the  banks  proposed  in  Massachusetts  to  indicate  a  community 
of  origin,  we  shall  add  to  the  proof  already  at  hand  another 
instance  of  the  far-reaching  influence  of  the  London  pam- 
phlet* which  furnished  the  methods  for  the  Massachusetts 
projects  of  1686  and  1714  and  for  the  experiment  of  1740.  In 
order  that  we  may  reach  a  conclusion  upon  this  point,  a  re- 
Tiew  of  the  facts  connected  with  the  career  of  this  society,  so 
far  as  they  can  be  gathered  from  the  Colonial  Records  of  Con- 
necticut and  the  publications  of  the  Connecticut  Historical 
Society,  will  now  be  presented. 

In  May,  1782,  Thomas  Seymour,  John  Curtiss,  John  Bissell 
and  fifty-eight  others,  said  to  haye  been  representative  men 
of  good  standing  from  various  parts  of  the  colony,  presented 
a  petition  to  the  Assembly.  The  petitioners  represented  that 
for  the  promoting  and  carrying  on  trade  and  commerce  to 
Great  Britain  and  his  Majesty's  islands  and  plantations  in 
America  and  to  other  of  his  Majesty's  dominions,  and  for  the 
encouraging  the  fishery, ...  as  well  for  the  common  good  as 
their  own  private  interests,  they  had  agreed  to  unite  them- 
selves together  to  be  a  society  and  have  one  common  stock. 
For  want  of  authority  to  act  as  societies  do  by  vote,  they 
labored  under  great  disadvantage.  They  prayed  to  be  put  in 
a  politic  capacity  as  a  society.f 

The  Assembly  favored  the  petitioners,  and  at  the  same  ses- 
sion resolved  and  granted  that  the  memorialists  should  be 
declared  and  constituted  to  be  for  the  future  one  society  in 
fact  and  in  name,  by  the  name  of  the  New  London  Society 
United  for  Trade  and  Commerce.  They  and  their  successors 
were  empowered  to  admit  others ;  to  sue  and  be  sued  by  their 
name  aforesaid  as  other  societies  were  by  the  law  of  Connecti- 

•A  Model  fw  0f«0Mn^  a  Bank  of  OredU^  eta  This  pamphlet,  reprinted  In 
Boeton  in  1714,  wae  onqneetionably  in  poeseeeion  of  the  person  who  prepared  the 
scheme  for  the  proposed  bank  in  1686.    Bee  this  Joamal,  yoL  xi.  pp.  71-n. 

r  Omn^eHeut  CoUnial  Recard$t  toI.  tU.  p.  880. 
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out ;  to  eleot  officers  annually,  and  to  prescribe  rules  for  their 
meetings,  which  orders  and  rules  were  to  be  binding  upon  the 
particular  members  of  said  society ;  and  no  man  should  have 
liberty  to  take  out  his  stock  without  leave  of  the  society, 
though  he  might  sell  the  same.  Then  followed  prorisions  for 
organizing  the  society. 

The  generally  accepted  account  of  the  career  of  this  society 
is  that  the  society  was  formed  in  1780,*  ^*  being  legalized  and 
patronized  by  the  colonial  government,"  and  went  into  imme- 
diate operation.  <<  Loans  upon  mortgage  were  obtained  from 
the  public  treasury,  and  the  capital  employed  in  trade.  It  had 
about  eighty  members  scattered  over  the  whole  colony.  .  .  . 
To  facilitate  its  operations,  the  New  London  Society  emitted 
bills  of  credit,  or  society  notes,  to  run  for  twelve  years  from 
the  day  of  date,  October  25,  1782,  to  October  26,  1744. 
These  bills  were  hailed  by  the  business  part  of  the  community 
with  delight.  They  went  into  immediate  circulation.  But 
the  government  was  alarmed.  Wise  men  declared  the  whole 
fabric  to  be  made  of  paper;  and,  having  no  solid  support,  it 
must  soon  be  destroyed.  The  governor  and  council  issued  an 
order  denouncing  the  new  money,  and  an  extra  session  of  the 
Assembly  was  convened  to  consider  the  bold  position  of  the 
society.  This  was  in  February,  1788.  The  legislature  dis- 
solved the  association ;  and  the  mortgages  were  assumed  by  the 
governor  and  company,  and  the  bills  allowed  to  run  until  they 
could  be  called  in  and  the  affairs  of  the  society  settled. . .  .  Ac- 
cording to  their  own  statement,  a  great  part  of  their  stock  had 
been  consumed  by  losses  at  sea  and  disappointments  at  home. 
•  .  .  At  a  meeting  held  June  6, 1785,  they  unanimously  dis- 
solved themselves.'' 

This  account  is  derived  in  part  from  sources  not  indicated 
by  the  author.  In  part  it  rests  obviously  upon  the  legislation 
of  the  colony.  It  happens  that  the  published  records  of  the 
colony  contain  so  complete  a  rehearsal  of  the  various  transac- 
tions of  the  society  that,  when  taken  in  connection  with  the 
material  to  be  derived  from  the  publications  of  the  Connecticut 
Historical  Society,  they  make  possible  a  more  detailed  analysis 
of  its  career.  It  is  evident,  from  information  to  be  obtained 
•  HUtory  €f  New  London,  by  Frances  Manwaring  Caalldns,  pp.  M3,  M8. 
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from  the  sources  mentioned  above,  that  the  society  was  organ- 
ized under  the  charter  granted  at  the  May  session  in  1732, 
and  that,  in  disregard  to  the  purposes  set  forth  therein,  it  im- 
mediately proceeded  to  enter  upon  the  work  actually  pro- 
posed —  namely,  to  furnish  a  medium  of  trade  to  the  colony 
of  Connecticut — through  the  notes  or  bills  of  the  society. 
The  so-called  stockholders  turned  out  to  be,  not  contributors 
of  funds,  but  borrowers  of  notes.  In  short,  the  company  was 
the  prototype  of  the  Massachusetts  Land  Bank  of  1740. 

The  first  step  taken  of  which  we  obtain  any  trace  was  a 
▼ote  passed  in  August,  1732,  for  printing  £30,000  in  bills  of 
credit  of  the  society.  For  the  purpose  of  carrying  this  vote 
into  effect,  the  committee  having  the  matter  in  charge  wrote 
to  one  Timothy  Green,  the  public  printer  of  the  colony  of 
Connecticut,  who  was  then  in  Boston,  informing  him  what 
had  been  done,  and  requesting  him  to  procure  paper  for  the 
bills  and  to  employ  an  engraver  to  cut  the  plates  for  the  so- 
ciety. This  service  he  performed,  forwarding  the  sheets  in 
parcels.*  A  f ac-simile  of  one  of  the  bills  is  given  in  the  Con- 
necticut Colonial  Records.  The  face  of  it,  so  far  as  it  is  of 
importance  in  this  connection,  reads  as  follows :  t  — 

Three  Shillings.  This  Indented  bill  of  Three  Shillingay  Due  to  the 
possessor  thereof  from  the  NEW  LONDON  Society  United  for  Trade 
and  Commerce  in  Connecticut  in  NEW-ENGLAND,  shall  be  in  Yalue 
Equal  to  Silver  at  Sixteen  Shillings  pr.  Ounce,  or  to  Bills  of  Publick 
Credit  of  this  or  the  Neighboring  Ghovemments,  and  shall  be  Accordingly 
accepted  by  the  Treasurer  of  said  Society,  and  in  all  Payments  in  said 
Society  from  time  to  time. 

NeuhLondorif  Aug.  1732  by  Order  qf  Said  Society 

I  Comt. 

The  form,  it  will  be  observed,  was  constructed  upon  that  of 
the  old  tenor  bill.  It  anticipated  the  new  tenor  bill  in  stating 
a  value  in  silver  at  which  it  should  pass ;  but  there  is  nothing 
about  the  twelve  years  which  the  bills,  according  to  the  ac- 
count from  which  we  have  quoted,  were  to  run.  The  date 
also  differs  from  the  date  given  in  that  account.  ' 

The  process  of  emission  began  at  once ;  and  it  was  not  long 

•  CoUectUma  OonnMMetit  BUtarioal  Society,  yoI.  iy.  p.  270. 
t  Otnm$etUnU  CcUmial  Jfcords,  yol.  yiU.  p.  410. 
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before  knowledge  of  what  was  being  done  under  the  gtdse  of 
fostering  trade  and  commeroe  came  to  the  ears  of  Grovemor 
Talcott.  On  the  9th  of  Febniary,  1782-88,  he  issued  a  pre- 
cept to  the  sheriff  of  Hartford  County,  in  which  he  recited 
that  he  had  been  informed  that  the  New  London  Society  for 
Trade  and  Conmierce  had  stmck  and  signed  bills  on  the  credit 
of  the  society  to  the  sum  of  many  thousand  pounds,  and  had 
sold  such  bills  to  his  Majesty's  subjects  as  a  medium  of  trade, 
current  and  equal  in  value  to  current  money  or  bills  of  public 
credit  of  Connecticut  or  the  neighboring  govemments,  and  had 
receiyed  for  the  said  bills  provisions  and  other  commodities  of 
the  country  in  great  quantities.  This  he  alleged  to  be  contrary 
to  the  peace  of  the  crown  and  a  great  wrong  to  the  purchasers 
of  the  bills,  and  a  great  abuse  of  the  powers  given  to  the  soci- 
ety by  the  Assembly.  The  sheriff  was  therefore  instructed  to 
sunmion  the  said  society  to  appear  before  the  General  Assembly 
at  Hartford  on  the  16th  of  February,  to  show  by  what  au- 
thority they  had  emitted  and  sold  their  bills,  and  to  show 
cause  why  tiie  Assembly  should  not  order  them  to  refund  and 
pay  back  to  the  possessors  of  their  bills  the  sums  for  which 
they  had  been  sold,  and  further  order  that  they  should  there- 
after cease  to  strike  or  emit  any  bills  on  their  credit,  or  to  be 
a  society.*  At  the  same  time  a  precept  addressed  to  the 
sheriff  of  New  London  County  was  issued,  in  which  he  was 
directed  to  summon  Daniel  Coit,  the  secretary  of  the  society, 
to  appear  before  the  Assembly  at  the  same  time  and  place,  and 
to  bring  with  him  the  records  and  doings  of  the  society.f 

At  the  special  session  of  the  legblature  summoned  for  the 
consideration  of  these  matters  the  society  put  in  an  appear- 
ance. They  were  apparently  disposed  at  first  to  dispute  the 
jurisdiction  of  the  General  Court;  but  this  plea  they  waived, 
and  based  their  defence  upon  the  ground  that  the  bills  which 
they  had  issued  were  not  of  the  nature  and  tenor  of  bills  of 
the  colony,  but  were  of  the  character  of  bills  of  exchange, 
which  they  had  a  natural  right  and  authority  to  emit. 

The  Assembly,  having  duly  considered  the  plea  of  the  so- 
ciety, submitted  to  vote  a  series  of  questions  the  determina- 

•  CWItdMoM  ConMOtieut  Aflorfeal  SooUty,  toL  It.  pp .  M9,  M9. 
t  JMd,,  TO].  It.  pp.  900, 270. 
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tion  of  which  would  settle  the  action  necessary  to  be  taken 
under  the  circumstances.  The  answers  to  these  questions 
may  be  formulated  as  follows :  — 

First.  It  was  not  lawful  for  any  society  of  Connecticut  nor 
for  any  person  or  persons,  not  having  authority  for  that  pur- 
pose from  the  goyemment,  to  emit  on  priyate  credit  bills  of 
credit  of  the  tenor  of  bills  of  credit  of  the  colony. 

Second.  The  bills  emitted  by  the  New  London  society 
were  of  the  tenor  and  nature  of  the  bills  of  credit  of  the 
colony,  and  were  not  bUls  of  exchange. 

Third.  The  society  ought  in  justice  to  redeem  their  bills 
in  the  hands  of  possessors. 

Fourth.  It  was  expedient  for  the  Assembly  to  pass  an  act 
prohibiting  the  emitting  or  uttering  bills  of  credit  on  any  fund 
or  credit  within  the  colony  of  Connecticut  which  were  in- 
tended for  a  general  currency  in  lieu  of  money.* 

Haying  determined  these  points,  the  Assembly  proceeded  to 
enforce  the  fourth  proposition  by  passing  an  act  of  the  char- 
acter therein  suggested.  They  stated  in  the  preamble  that 
they  had  obseryed  that  great  disorder  and  confusion  had 
arisen  in  the  goyemment  by  reason  of  the  New  London  So- 
ciety United  for  Trade  and  Commerce  haying  presumed  to 
strike  and  emit  a  certain  number  of  bills  of  credit  on  their 
own  society,  and  whereby  many  honest  people  were  in  danger 
of  being  defrauded.  The  peace  of  the  goyemment  was 
thereby  subyerted,  and  the  credit  of  the  colony  might  sink. 
Those  who  should  violate  the  act  then  passed  were  made 
subject  to  the  penalties  imposed  upon  forgers  and  counter- 
feiters of  bills,  and  also  to  a  forfeiture  of  double  the  sums 
mentioned  in  the  bills  which  should  be  emitted. 

The  precept  issued  by  the  goyemor  not  only  required  the 
society  to  show  cause  why  it  should  not  cease  to  issue  notes 
or  bills,  but  also  why  it  should  not  cease  to  be  a  society.  Up 
to  this  point  the  AJssembly  had  not  taken  into  consideration 
tlie  question  whether  or  not  the  act  under  which  the  society 
was  organized  had  been  violated  or  not.  The  clerk  of  the 
society,  however,  had  been  summoned  to  produce  the  records ; 
and  the  Assembly,  having  first  caused  the  act  under  which  the 
•  OomnmUcut  Ooianial  M€0ord§,  vol.  tU.  p.  491. 
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society  was  organized  and  the  reoord  of  the  doings  of  the 
society  to  be  read,  proceeded  to  the  consideration  of  this  ques- 
tion. The  result  of  this  examination  is  stated  in  the  following 
words :  — 

It  was  observed  that  a  stock  was  necessary  to  be  made,  by  the  pro- 
portion of  which  stock  put  in  by  the  members  thereof  all  their  votes 
were  to  be  computed,  and  that  nothing  bat  mortgages  were  pat  in  by 
the  members  thereof  to  make  this  stock,  on  which  the  following  ques- 
tion was  put,  whether  by  the  said  mortgages  any  stock  were  made, 
according  to  the  true  interest  and  meaning  of  the  grant?  ResolTed  in 
the  negative. 

<*  Nothing  but  mortgages  were  put  in  by  the  members 
thereof  to  make  this  stock."  These  words  point  plainly  to  an 
organization  upon  the  same  basis  as  that  effected  eight  years 
afterwards  by  the  Massachusetts  Land  Bank,  which  also 
emitted  bills  and  lent  them  upon  mortgage  security  to  borrow- 
ers, the  borrowers  becoming  thereby  entitled  to  a  voice  in 
the  proceedings  of  the  company  proportionate  to  the  extent 
of  the  loan.  On  the  above  showing  the  Assembly  determined 
that  the  New  London  Society  had  by  its  mismanagement  for- 
feited the  privileges  granted  to  them,  and  at  once  proceeded 
to  repeal  the  act  containing  the  grant.* 

The  question  next  arose,  How  could  these  bills  be  withdrawn 
with  the  least  disturbance  to  the  community?  The  records  do 
not  state  the  amount  supposed  at  that  time  to  be  in  circulation ; 
but  Timothy  Green,  who  procured  the  paper  and  the  plates 
in  Boston,  said  in  his  letter  to  Governor  Talcott,  **  How  much 
of  the  £30,000  is  emitted  is  best  known  to  the  committee, 
clerk,  and  treasurer  of  said  society:  what  is  printed,  I  con- 
clude, is  about  fifteen  thousand  pounds."  f  The  Assembly 
determined  at  the  special    session  that   under  the  circum- 

•  Oonneetieta  C&UmUU  Reoordi,  toL  vii.  p.  42S.  The  st&tement  has  been  made 
that  the  bills  of  the  society  were  haUed  by  the  business  part  of  the  commnnity 
with  delight.  This  is  corroborated  by  a  correspondent  of  Goyemor  Taleott,  who 
speaks  of  '<the  swift  cnrrency  of  the  New  London  Society  bills  through  so 
many  hands."    GottsoMofM  ConneoiiUmt  BUtorieai  Society,  vol.  ir.  p.  879. 

t  As  public  printer,  Green  printed  the  public  bills  of  credit.  It  is  not  much  of 
an  assumption  to  say  that  he  must  have  printed  the  bills  of  the  New  London  So- 
ciety. His  conclusion  that  there  had  been  about  fifteen  thousand  pounds  printed 
may  therefore  be  regarded  as  authoritatiye. 
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Stances  it  was  expedient  to  emit  £30,000  in  public  bills  of 
credit,  a  part  of  which  was  to  be  let  out  for  the  benefit  of  the 
government  and  the  remainder  to  be  tendered  to  such  persons 
as  the  Assembly  should  appoint  and  as  should  give  security, 
for  the  drawing  in  of  the  bQls  lately  emitted  by  the  New  Lon- 
don Society.* 

The  determination  of  the  exact  amount  to  be  set  aside  for 
the  relief  of  possessors  of  these  bills  and  of  the  manner  in 
which  the  public  bills  should  be  applied  for  the  purpose  of 
drawing  in  the  society  bills  was  not  then  definitely  concluded ; 
though  it  may  perhaps  be  considered  that  the  limitation  to 
such  persons  **  as  should  give  security  "  was  meant  to  apply  to 
those  who,  as  borrowers  of  the  bills  of  the  society,  had  assumed 
responsibilities  in  connection  therewith,  and  sufficiently  indi- 
cates the  intention  of  the  Assembly  at  the  time. 

At  the  May  session  in  1788  Thomas  Seymour  and  others 
presented  a  petition  praying  that  the  New  London  Society 
United  for  Trade  and  Commerce  might  be  reviyed.  They  also 
asked  for  a  loan  of  £80,000  from  the  colony.  For  the  pur- 
pose of  determining  the  attitude  of  the  Assembly  towards 
this  petition,  two  questions  were  submitted.  The  first  was 
whether  it  was  within  the  authority  of  the  government  of 
Connecticut  to  make  a  company  or  society  of  merchants.  In 
response  to  this  it  was  resolved  that,  although  a  corporation  f 
might  make  a  fraternity  for  the  management  of  trades,  arts,  or 
mysteries,  endowed  with  authority  to  regulate  the  manage- 
ment thereof,  yet  (inasmuch  as  idl  companies  of  merchants 
were  made  at  home  by  letters  patent  from  the  king,  and  the 
Assembly  knew  not  of  one  single  instance  of  any  government 
in  the  plantations  doing  such  a  thing)  that  it  was  at  least  very 
doubtful  whether  they  had  authority  to  make  such  a  society, 
and  hazardous  therefore  for  the  government  to  presume  upon 
it.  The  second  question  was  whether  it  would  be  for  the 
peace  and  health  of  the  government  to  create  such  a  society. 
The  answer  given  by  the  Assembly  was  that  a  society  of 
merchants  whose  undertakings  were  vastly  beyond  their  own 
compass,  and  who  must  depend  upon  the{govemment  for  their 

•  ContueUeut  CoUmkU  Bm»rdB,  toI.  tU.  p.  42S. 
t  The  OoTennor  and  Company  of  Oonneeticat. 
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supplies,  and  most  rely  on  their  influence  upon  the  govern- 
ment  to  obtain  them, —  such  a  society  was  not  for  the  peace 
and  health  of  the  government.* 

Having  thus  finally  disposed  of  the  question  whether  the 
society  should  be  revived  and  permitted  to  adjust  its  own 
affairs,  the  Assembly  proceeded  to  deal  with  the  subject  of 
protecting  the  rights  of  possessors  of  the  society  bills.  An  act 
was  passed  appointing  a  court  of  chancery  to  hear  and  deter- 
mine according  to  equity  all  controversies  about  said  bills  and 
the  doings  of  said  society  and  the  several  officers  and  members 
thereof.  The  preamble  opens  with  a  statement  that  sundry 
persons  have  of  late  mortgaged  their  lands  to  Mr.  John 
Curtiss,  treasurer  of  the  late  New  London  Society  for  Trade 
and  Commerce,  and  to  his  successor,  or  to  Daniel  Coit,  with  a 
design  to  form  themselves  into  a  society  for  trade  and  com- 
merce, under  the  name  of  the  New  London  Society  for  Trade 
and  Commerce.  Having  thus  distinctly  stated  the  character 
of  the  society,  the  preamble  cautiously  asserts  that  these  mort- 
gagors then  assumed  themselves  to  be  a  society  for  trade  and 
commerce,  and  as  such  emitted  and  put  in  circulation  many 
thousand  pounds'  worth  of  their  bills.  It  then  alleges  that 
the  deception  of  the  mortgages  was  discovered,  that  the  credit 
and  currency  of  the  bills  was  lost,  and  that  the  possessors 
of  the  bills  were  utterly  defrauded.  To  prevent  such  mis- 
chiefs for  the  future,  a  special  session  of  the  legislature  was 
held,  at  which  it  was  declared  that  the  society  had  no  right 
to  emit  bills  of  credit ;  and  it  was,  therefore,  by  act  of  As- 
sembly dissolved.  At  the  same  session  the  Assembly  also 
resolved  that  the  society  ought,  in  equity,  to  refund  and  pay 
back  to  the  possessors  of  such  bills  so  much  in  current  money 
or  bills  of  public  credit  as  by  said  society  bills  is  mentioned  or 
expressed.  At  the  time  when  the  Assembly  originally  an- 
nounced this  conclusion  they  neglected  to  fix  any  penalty  for 
failure  to  comply  with  it,  and  they  did  not  provide  any  effect- 
ual means  for  enabling  possessors  of  bills  to  recover  from 
mortgagors.  As  a  result,  the  mortgagors  still  neglected  to 
pay  to  possessors  the  sums  due  them  as  aforesaid  or  any  part 
of  the  same.  In  order  to  cure  this  evil,  it  was  enacted  that 
•QmntMout  CoUmlal  Aaoordi,  toI.  tIL  p.  449. 
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the  mortgagors  were  liable  to  possessors  of  bills ;  but,  inasmuch 
M  the  mortgagors  had  in  their  possession  certain  property  of 
which  no  account  had  been  rendered,  they  were  to  be  permitted 
to  hold  one  meeting,  which,  however,  was  not  to  last  over 
three  days,  and  were  authorized  to  proceed  to  settle  their 
accounts  as  best  they  could.  They  had  authority  given  them 
to  appoint  a  committee  who  should  call  upon  the  former 
officers  for  their  accounts,  who  could  sell  the  property  of  the 
mortgagors,  pay  off  possessors  of  bills,  and  sue  debtors  before 
the  special  court.  This  court  had  authority  given  it  to  adjust 
and  settle  differences  between  the  various  parties  interested  in 
these  proceedings.  In  order  to  give  the  mortgagors  time  to 
convert  their  property,  the  right  of  action  on  the  part  of  the 
possessors  of  bills  was  postponed  until  six  months  after  the 
rising  of  the  Assembly.  Special  provision  was  made  for  dis- 
covering what  mortgagors  were  in  arrears ;  and  it  was  made 
a  condition  precedent  that  the  possessor  of  bills  should,  before 
bringing  his  action,  lodge  his  bills  in  court.* 

It  has  been  already  stated  that  at  the  special  session  it  was 
determined  that  it  was  expedient  to  aid  the  mortgagors  in 
their  efforts  to  withdraw  the  society  bills  by  lending  public 
bills  to  those  who  could  give  security  therefor.  The  time  had 
now  come  to  give  effect  to  this  expression  of  opinion.  £15,000 
were  lodged  in  the  hands  of  a  conmiittee,  to  be  lent  to  mort- 
gagors who  should  first  give  to  the  committee  society  bills  to 
the  amount  of  the  proposed  loans,  and  who  could  then  have  the 
public  bUls  at  the  rate  of  6  per  cent,  interest  on  furnishing 
landed  security  equal  to  twice  the  amount  of  the  loan.t  It  is 
evident  that  the  security  thus  demanded  was  regarded  as  ap- 
plying to  the  principal  alone.  Separate  bonds  were  required 
for  the  interest ;  and  afterwards  John  Bissell,  John  Curtiss, 
Thomas  Seymour,  Daniel  Coit,  and  six  others  gave  bonds  to 
the  colony  for  large  sums,  in  behalf  of  sundry  others  who 
were  mortgagors,  to  answer  for  the  payment  of  interest.  At 
a  later  date  questions  arose  about  the  substitution  of  the 

•  OMWiesMoitf  COUmial  S§eord$,  rcL  tU.  pp.  tfO-462. 

ilbid.,  Tol.  Tli.  p.  468.  This  proceeding  may  haye  been  the  bailf  for  the 
fltatement  that  loans  apon  mortgage  were  obtained  for  the  pubUe  treasury  and 
the  CH>ltal  employed  In  trade. 


Digitized  by  VjOOQIC 


80  QUARTERLY  JOURNAL  OF  ECONOMICS 

bonds  of  individual  mortgagors  in  place  of  these  joint  bonds.* 
There  was  trouble,  also,  about  obtaining  proper  releases  for  sat- 
isfied mortgages  given  to  the  governor  and  company  of  the 
colony ;  and  resort  was  had  to  special  legislation  on  the  sub- 
ject.t  It  does  not  appear  from  the  records  that  the  committee 
having  charge  of  the  settlement  of  the  affairs  of  the  company 
were  much  bothered  by  recalcitrant  mortgagors.  Perhaps  the 
records  of  the  special  court  might  disclose  some  cases  of  this 
sort ;  but  it  seems  probable  that  the  public  bills  furnished  by 
the  colony  for  purposes  of  exchange,  taken  in  connection  with 
the  funds  derived  from  the  sale  of  the  property  of  the  society, 
provided  ample  means  for  the  redemption  of  such  bills  as  were 
presented  to  the  committee.  How  it  was  possible  for  a  society 
without  capital  to  have  acquired  any  property  of  consequence 
in  so  brief  a  career  can  only  be  conjectured ;  but,  if  the  same 
course  was  pursued  in  Connecticut  as  was  afterwards  adopted 
in  Massachusetts,  this  property  must  have  represented  vent- 
ures in  trade  accomplished  through  unsecured  notes  issued  to 
the  society.! 

There  were  controversies  both  with  reference  to  the  prop- 
erty which  remained  in  the  hands  of  the  committee  and  to  the 
adjustment  of  the  losses  in  trade.  In  October,  1735,  the  com- 
mittee petitioned  the  Assembly  to  cause  certain  proceedings  to 
be  postponed,  as  they  were  about  to  settle  the  affairs  speedily 
and  divide  the  estate.§  The  question  of  the  responsibility  for 
losses  proved  more  perplexing  than  had  been  anticipated,  if 
the  committee  were  really  of  opinion  that  they  could  speedily 
divide  the  estate ;  for  they  were  obliged  next  year  to  ask  for 
the  appointment  of  a  commission  to  determine  these  contro- 
versies. In  response  to  this  request  a  commission  was  ap- 
pointed with  full  power. 

It  is  evident  that  in  1742  there  was  a  default  in  the  pay- 
ment to  the  colony  of  the  interest  on  some  of  the  mortgages, 
for  Curtiss  then  petitioned  for  leave  to  set  over  to  the  colony 

•  CmmeeUeut  CoUmica  Rsoorda,  yoL  tU.  p.  660,  rol.  Yili.  p.  69. 

tiMcl.,ToLTiii.p.  S34. 

tin  addition  to  "  the  louee  at  sea  and  disappointments  at  home  "  which  had 
absorbed  a  great  part  of  their  stock,  one  or  two  special  rentares  are  mentioned 
in  the  SUtory  ofNmv  London, 

%  Coimsetiout  Colonial  HeoordB,  rot  Tiii  p.  24. 
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real  estate,  in  order  to  satisfy  certain  executions  for  '<  use- 
money"  due  to  the  public  treasury  of  the  colony  from  the 
New  London  Society.  This  reference  to  the  society  as  debtor 
of  the  colony  can  but  be  the  careless  use  of  language.  Curtiss 
had  been  the  treasurer  of  the  society  when  it  was  in  existence. 
After  its  dissolution  he  had  been  active  in  winding  up  its 
affairs ;  and  he  was  one  of  those  who,  in  behalf  of  other  mort- 
gagors, had  given  bonds  to  secure  the  payment  of  interest  on 
the  loans.  These  executions  for  "  use-money  "  were  probably 
on  some  of  these  bonds.  Through  the  surrender  of  certain 
property  in  New  London  and  by  giving  a  bond  for  what  re- 
mained due,  Curtiss,  with  the  approval  of  the  Assembly,  was 
released  from  the  obligations  that  he  had  assumed.*  Individ- 
uals, however,  continued  to  occupy  the  time  of  the  Assembly 
with  their  petitions  as  late  as  1749.t 

The  exact  amount  of  the  circulation  of  the  bills  of  the  New 
London  Society  does  not  appear.  It  will  be  seen  from  what 
follows  that  it  required  less  than  jE15,000  in  the  public  bills  of 
Connecticut,  in  their  denominational  values,  to  meet  the  calls 
upon  the  committee  of  the  Assembly  for  purposes  of  exchange. 
In  all  probability  the  amount  of  the  circulation  was  not  far 
from  £10,000.  It  would  seem  as  if  the  committee  having  in 
charge  the  letting  out  of  the  £15,000  to  the  mortgagors  must 
have  reached  the  conclusion  in  October,  1788,  that  the  period 
of  their  active  work  was  over;  for  they  then  reported  that 
they  had  received  £9,507  lltf.  M.  in  bills  of  the  society,  which 
bills  were  then  ordered  to  be  burned. I 

This  was  followed  by  a  petition  in  1784  by  some  of  the 
members  of  the  late  society,  praying  for  a  loan  of  so  much  of 
the  £15,000  as  was  not  required  for  the  purpose  of  exchanging 
the  society  bills.  The  Assembly  was  disposed  to  grant  this 
request,  but,  before  doing  so,  required  the  representatives  of 
the  society  to  take  steps  to  bring  before  possessors  of  bills 
throughout  the  entire  colony  knowledge  that  an  opportunity 
was  offered  to  exchange  such  bills  for  the  public  bills  of 
credit  of  the  colony.  To  carry  this  into  operation,  it  was  re- 
solved that  the  memorialists  should  make  a  proclamation  in 

•  CcfmectUmt  CoUmitU  Baoordt^  toI.  tUL  pp.  401»  402. 

t  Ibid.,  TOl.  ix.  pp.  a09, 488, 445, 490.       X  Ibid.,  ToL  Til.  p.  478. 
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the  seyeral  towns  in  the  oolony  to  the  effect  that  any  person 
haying  bills  of  the  society  in  his  possession  might,  upon  bring- 
ing them  to  the  committee,  have  bills  of  the  colony  in  ex- 
change therefor.  This  proclamation  was  to  be  made  by  affix- 
ing a  notice  containing  this  information  upon  the  sign-posts 
in  snch  towns.  If  the  committee  should  certify  that  this  had 
been  done  and  that  six  weeks  had  been  allowed  for  the  bring- 
ing in  of  the  bills,  then  so  much  of  the  £15,000  as  remained 
in  their  possession  could  be  loaned  to  the  mortgagors.''^  The 
lending  of  the  unexpended  portion  of  this  redemption  fund  to 
representatiyes  of  the  company,  after  these  final  efforts  had 
been  put  forth  to  protect  possessors  of  bills,  is  a  distinct  rec- 
ognition of  the  compliance  of  the  mortgagors  with  the  law ;  and 
it  may  fairly  be  assumed  that  the  circulation  of  the  society 
bills  must  practically  haye  ceased  when  this  was  permitted. 
Although,  as  we  haye  seen,  there  were  matters  connected 
with  the  company  which  occupied  the  time  of  the  Assembly 
as  late  as  1749,  this  is  to  all  intents  and  purposes  the  disap- 
pearance of  the  company  as  such  from  the  scene. 

We  haye  been  enabled  through  eyidence  in  the  records  to 
-ascertain  the  approximate  date  and  the  method  of  the  organi- 
sation of  the  society,  and  haye  had  before  us  the  form  of  the 
bill  which  was  issued.  It  remains  to  explain  the  statements 
that  the  bills  were  dated  in  October,  and  were  to  run  for 
twelye  years  from  the  day  of  date.  The  date  (August)  in  the 
£ac-simile  giyen  in  the  records  corresponds  with  the  time 
when  Green  said  that  he  executed  the  order  for  the  company, 
and  had  the  bills  engrayed.  It  is  reasonable  to  suppose  that 
the  entire  issue  bore  the  same  engrayed  date,  and  was  similar 
in  character.  This  conjecture  is  re-enforced  by  the  conclusion 
of  the  Assembly  that  the  bills  were  of  the  tenor  of  the  public 
bills  of  credit, — a  statement  which  could  hardly  haye  been  made 
if  they  were  twelye-year  notes.  The  mortgages  giyen  to  the 
New  London  Society  will  naturally  suggest  themselyes  as  per- 
haps haying  features  to  explain  the  impression  that  the  soci- 
ety notes  had  twelye  years  to  run.  These  mortgages,  it  will 
be  remembered,  were  said  by  the  Assembly  to  haye  been  made 
to  John  Curtiss,  treasurer,  to  his  successor,  or  to  Daniel  Coit. 
•  CwmeeUefUt  Colonial  Mdoorda,  toI.  yII.  p.  606. 
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Two  of  them,  at  least,  are  to  be  found  in  Hartford;  and 
through  the  kind  offioes  of  Professor  Franklin  B.  Dexter,  of 
New  Haven,  I  am  able  to  give  their  material  features.  The 
consideration  in  each  mortgage  was  '^  current  money."  The 
date  of  each  was  October  24,  1732;  and  both  ran  to  John 
Curtiss,  treasurer  of  the  New  London  Society  United  for  Trade 
and  Commerce.  The  proviso  in  each  read  that  the  deed  was 
to  become  null  and  void  upon  payment  being  made  '^  either  in 
silver  at  sixteen  shillings  per  ounce,  or  in  true  bills  of  public 
credit  of  this  or  the  neighboring  governments,  or  the  like  sum 
in  bills  of  the  New  London  Society  United  for  Trade  and  Com- 
merce upon  the  credit  of  said  society,  and  that  on  or  before 
the  thirtieth  day  of  October,  which  will  be  in  the  year  of  our 
Lord  Christ  one  thousand  seven  hundred  and  forty-four."  A 
person  endeavoring  to  work  out  a  description  of  the  society 
bills  from  these  mortgages  might  easily  be  led  to  describe  the 
bills  as  having  twelve  years  to  run.  Perhaps  the  New  London 
Registry  would  furnish  examples  from  which  an  even  closer 
description  might  be  drawn. 

The  true  character  of  the  society  seems  not  to  have  been 
hitherto  set  forth.    Dr.  Douglass  refers  to  it  as  follows :  — 

Connecticut  emitted  bills  only  for  the  present  necessary  charges  of 
govemment  upon  funds  of  taxes  until  1738.  Having  granted  a  charter 
for  trade  and  commerce  to  a  society  in  New  London,  this  society  manu- 
factured some  bills  of  their  own ;  but,  their  currency  being  soon  at  a 
stand,  the  govemment  were  obliged,  in  Justice  to  the  possessors,  to  emit 
£60,000  upon  loan,  to  enable  those  concerned  in  the  society  to  pay  off 
their  society  bills  in  colony  bills.  Their  charter  was  vacated,  and  a 
wholesome  law  enacted,  that  for  any  single  person  or  society  of  persons 
to  emit  and  pass  bills  for  commerce,  or  in  imitation  of  colony  bills, 
penalty  should  be  as  in  case  of  forgery  or  of  counterfeiting  colony  bills.* 

Dr.  J.  Hammond  Trumbull,  in  his  First  JEssays  at  Banking^ 
and  the  First  Paper  Money  in  New  Fnglandj  overlapped  this 
period  in  his  notes,  but  did  not  cover  it  in  the  text  of  his  paper, 
making  but  a  brief  reference  to  the  society  in  a  notcf  Dr. 
Henry  Bronson's  careful  study  of  the  public  bills  of  credit  of 
the  colony  of  Connecticut,  communicated  to  the  New  Haven 

•A  IHtoourf  eonetfrning  th^  (hurtneU§, ...  p.  IS. 

t  Proc99Mnff$  Ammiaan  Antiquarian  Sooiety,  Ootober,  1S84,  Note  D.,  p.  808. 
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Historical  Society,  treated  of  the  colonial  carrency  exclnuTely ; 
and,  although  his  subject  brought  him  in  touch  with  the  trans- 
actions of  the  New  London  Society,  he  made  no  effort  to 
analyze  its  affairs  in  detail.* 

It  is  more  than  probable  that  materials  may  be  found  in 
Connecticut  for  a  more  complete  history  of  this  interesting 
experiment.  The  authorities  for  the  foregoing  account  are 
practically  confined  to  the  colonial  records  and  the  Taloott 
papers  in  the  publications  of  the  Connecticut  Historical  Soci- 
ety. No  person  can  rise  from  the  perusal  of  these  documents 
without  feeling  respect  for  the  colonial  goyemment  of  Con- 
necticut, The  wisdom  with  which  they  treated  the  New 
London  Society,  whether  we  have  regard  to  its  peremptory 
closure  or  to  the  aid  extended  to  its  members  in  the  perform- 
ance of  the  duty  imposed  upon  them  to  withdraw  the  circula- 
tion, is  in  marked  contrast  with  the  proceedings  in  Massachu- 
setts under  the  arbitrary  act  of  Parliament. 

Andrew  MacFablakd  Dayib. 

•BUtoHooU  AoomaU  ftf  the  (knmsetimU  OftrrtncVt  ^7  Bmaj  Bronson,  M.D., 
ir&w  Mav0n  HUtorical  SoeUty  Papm*,  toI.  L,  following  p.  170,  with  a  pagiiuitioii 
of  its  own.    See  the  notes,  pp.  48, 48,  of  the  separate  pagination. 
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EcoNOMisTB  need  no  asaurance  that  M.  £niile  Leyasseor's 
recently  published  treatise  on  the  American  Workman  gives 
evidence  of  painstaking,  exhaustive,  and  scholarly  research; 
of  this  the  author's  great  repute  is  in  itself  ample  guarantee. 
No  work  in  English  is  at  all  comparable  to  this  able,  statis- 
tically descriptive  presentation  of  economic  and  social  con- 
ditions in  the  United  States;  the  work  has  been  left  for  a 
foreigner  to  do,  in  a  foreign  tongue,  under  the  direction  of 
two  foreign  institutions  of  learning  in  the  interests  of  a  for- 
eign constituency;  and,  except  for  the  same  author's  three- 
volume  study  of  the  French  population,  the  work  is  indeed 
unique. 

Avowedly  a  study  of  the  American  workman  in  his  environ- 
ment, these  two  volumes  comprehend  a  full  account  of  the 
development  of  American  industries,  a  statement  of  the  ma- 
terial resources  of  the  United  States,  a  forecast  of  probable 
economic  progress  during  the  next  twenty  pr  thirty  years, 
a  comprehensive  discussion  of  labor  conditions  and  problems, 
of  social  dogmas  and  of  political  tendencies.  The  scope  of 
the  author's  investigations  may  be  gathered  from  the  following 
selection  of  chapter  titles :  Food  of  Workmen,  Clothing,  Lodg- 
ing, Loan  and  Building  Associations,  Savings  and  Insurance, 
Real  Wages  and  the  Workingman's  Budget  of  Income  and 
Expenditure,  The  Accumulation  of  Fortunes  and  American 
Democracy,  Tari£E,  Poor  Relief,  Conciliation  and  Arbitra- 
tion, Socialism,  Labor  Laws,  Labor  Organizations,  Wages  of 
Men,  Wages  of  Women  and  Children,  Sweating,  Immigration, 
Strikes,  Crises.  These  subjects  are  treated  at  length,  as  they 
concern  the  social  and  material  welfare  of  American  workmen. 
In  contrast  with  some  more  pretentious  compilations,  sup- 
posed to  be  descriptive  of  American  character  and  condi- 
tions, M.  Levasseur's  work  gives  evidence  of  a  more  courte- 
ous and  sympathetic,  as  it  is  a  more  scholarly,  consideration 
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of  traits  and  iDstitutions  peculiarly  American ;  and  of  the  au- 
thor's freedom  from  national  prejudice  —  one  had  almost  said 
egotism  —  which  not  infrequently  characterizes  the  writings 
of  those  foreigners  who  have  attempted  to  ^'  do  "  the  country 
in  a  few  weeks'  sojourn.  The  author  briefly  sets  forth  the 
character  of  the  work  which  he  has  accomplished,  as  follows : 
^'  In  the  chapters  of  this  work,  I  have  presented  in  their  sev- 
eral aspects  the  material  and  moral  conditions  which  surround 
the  American  workman :  first,  as  he  appears  in  the  workshop 
at  work ;  and,  secondly,  as  he  appears  in  the  home.  I  have 
set  forth  the  relations  existing  between  him  and  his  employers 
and  his  hopes  of  social  amelioration;  and  I  have  attempted 
to  make  of  him  a  character  study,  which,  if  it  is  not  complete, 
has  at  least  been  done  in  all  sincerity." 

In  estimating  the  development  of  American  industries  dur- 
ing this  century,  more  especially  during  the  last  fifty  years, 
the  economist  is  face  to  face  with  one  of  the  most  perplex- 
ing statistical  problems.  The  rise  of  new  industries  the 
exploitation  of  new  sources  of  power,  the  adoption  of  new 
processes  of  production,  the  reorganization  of  industry  and 
the  instability  of  values  are  variables  tending  to  vitiate  com- 
parative statistical  estimates  of  material  resources,  past  and 
present.  Even  within  any  single  industry  permanently  oper- 
ating during  the  entire  period  considered,  changes  in  processes 
and  in  organization  make  comparative  estimates  misleading. 
It  is  with  a  full  appreciation  of  these  difficulties  that  M.  Le- 
vasseur  has  undertaken  his  account  of  the  industrial  develop- 
ment of  the  United  States ;  and  these  difficulties  he  has  over- 
come, where  they  are  not  insuperable.  In  the  hands  of  a  less 
skilful  writer,  so  compendious  an  undertaking  must  have  as- 
sumed the  form  of  a  compilation  such  as  German  scholars 
are  more  accustomed  to  undertake.  It  is  a  peculiar  excellence 
in  M.  Levasseur's  work  that  he  has  succeeded,  in  spite  of 
the  immense  mass  of  detailed  statistical  and  descriptive  data 
brought  together,  in  giving  to  it  a  form  and  character  which 
once  for  all  removes  it  from  the  category  of  mechanical  com- 
pilations. The  reader  is  made  to  feel  that  the  material  has 
been  so  handled  and  synthesized  as  to  compose  a  real  treatise 
on  the  American  workman  at  work,  at  home,  as  a  citizen ;  and 
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he  is  made  to  feel,  farther,  that  the  author  has  indeed  ^'choseo 
impartially,"  that  he  has  not  been  blinded  by  a  ^^  national 
yanity"  which  might  have  led  him  to  '^misjudge  unfamiliar 
manners  and  customs  of  .living  and  thinking." 

The  American  employer  M.  Levasseur  finds  energetic,  dis- 
posed to  fulfil  the  conditions  of  contracts  entered  into  with 
his  workmen  and  exacting  a  like  fulfilment  of  contracts  from 
them,  somewhat  self-centred,  "  profoundly  individualistic,"  and 
disposed  to  regard  his  duties  to  his  employees  performed  and 
his  responsibility  for  their  welfare  ended  with  the  payment 
of  stipulated  wages.  *' Socially,  it  results  from  this  indi- 
vidualism that  the  relations  existing  between  employer  and 
employed  do  not  extend  beyond  the  factory  door."  M. 
Levasseur  urges  upon  American  workmen,  employers  and  em- 
ployed alike,  the  necessity  of  coming  to  a  fuller  mutual  un- 
derstanding of  each  other's  needs  and  aspirations,  and  of 
cultivating  reciprocal  toleration.  "It  is  to  be  hoped,"  he 
observes,  **  that  employers  may  become  less  absolute  in  formu- 
lating their  demands,  and  more  generally  conciliatory  in  deal- 
ing with  their  employed."  And,  on  the  other  hand,  ^  that  labor 
organizations  may  manifest  less  defiance  towards  employers, 
and  less  hostility  to  propositions  brought  forward  for  the 
advantage  of  workmen."  M.  Levasseur,  however,  is  too  well 
aware  of  the  new  conditions  in  modem  industrial  organization 
which  have  complicated  the  relations  of  employer  to  employed 
to  look  for  a  "  solution  "  of  the  labor  problem,  as  some  Ameri- 
can sociologists  are  disposed  to  do,  in  a  moral  regeneration  of 
the  parties  engaged  in  production.  These  writers,  who  insist 
upon  such  regeneration,  insinuate  more  or  less  directly  that 
there  hcis  been  a  moral  degeneration ;  and  the  animus  of  the 
individual  writer  usually  manifests  itself  in  fastening  this  de- 
generation upon  one  or  another  —  employing  or  employed  — 
class,  according  to  personal  prejudice. 

Such  an  animus  is  manifest  in  the  observation  attributed  to 
an  American  writer,  that  laborers  are  defiant  because  they 
are  defying  a  class  which  has  opposed  every  reform  beneficial 
to  them.  It  is  altogether  improbable  that  the  reorganization 
of  industry  during  this  century,  more  particularly  during  the 
last  quarter  of  the  century, —  obviously  occasioned  by  the  ex- 
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ploitation  of  new  natural  forces,  the  differentiation  of  employ- 
ments, and  the  intenser  capitalization  of  industry, —  has  been 
accompanied  by  any  marked  moral  degeneration ;  and  it  is  no 
more  likely  that  a  *<  solution  "  of  the  labor  problem,  in  so  far 
as  that  problem  is  peculiar  to  our  present  industrial  organiza- 
tion, lies  in  the  propagandic  incidcation  of  '*  toleration  and 
benevolence,''  or  other  virtues.  The  labor  problem  is  inherent 
in  the  complexity  of  modem  industrial  conditions, — a  complex- 
ity which  defies  simplification  in  the  adjustment  of  individual 
interests.  The  problem  is  to  bring  some  sort  of  harmony  out 
of  the  conflict,  real  or  apparent,  of  these  interests ;  and  no  per- 
manent harmony  can  or  ought  to  depend  upon  forbearance 
and  toleration.  For,  while  there  may  be  individuals  in  a  com- 
munity willing  to  sacrifice  self-interests,  there  certainly  are 
not  industrial  groups  willing,  as  groups,  to  make  such  sacri- 
fices. There  is  no  organized  industrial  group  in  society 
to-day — whether  of  employers  or  employed,  in  industry, 
agriculture,  or  trade  —  which  does  not  proclaim  that  it  is  re- 
ceiving less  than  its  dues,  no  group  which  manifests  the  least 
disposition  to  take  a  farthing  less  than  the  utmost  it  can 
exact  from  society.  Each  group  is  bound  to  seek  its  own 
interest,  and,  in  a  large  sense,  may  be  said  to  be  right  in 
doing  so;  and  is  bound  to  exploit  less  efficient  industrial 
groups.  That  the  ^  solution "  of  the  labor  problem,  or  com- 
posite of  labor  problems,  does  not  devolve  upon  altruistic 
forbearance  is  sufficiently  obvious  when  it  is  reflected  that 
that  solution  is  actually  accomplished  from  day  to  day ;  that 
from  day  to  day  contracts  for  the  employment  of  labor  and 
capital  are  made,  and  the  product  of  labor  and  capital  is  dis- 
tributed in  accordance  with  certain  accepted  principles  of 
repartition.  The  higher  co-operative  organization  of  industry 
complicates  the  adjustment  of  individual  claims;  but  some 
adjustment  is  accomplished,  and  the  <^ solution"  of  the  labor 
problem  is  effected  by  those  actually  engaged  in  the  produc- 
tion of  wealth. 

Further,  it  is  inconceivable  that  any  of  the  parties  con- 
cerned in  this  production  should  be  materially  influenced  by 
would-be  social  reformers  to  forego  any  considerable  share  in 
the  product  of  industry  now  apportioned  to  them  in  open  com- 
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petition.  Indeed,  where  competition  is  free,  it  is  the  only 
just  regulator  of  incomes,  of  whatever  character.  Where  the 
organization  of  industry  has  assiuned  a  character  which  in- 
hibits the  free  action  of  competition,  free  exercise  of  power 
on  the  part  of  the  government  may  become  expedient.  But 
such  exercise  of  power  is  always  attended  with  risk.  It  car- 
ries in  itself  no  guarantee  that  justice  will  be  done,  but  only  a 
guarantee  that  those  intrusted  with  political  power  will  seek 
to  protect  those  classes  and  interests  with  which  they  are 
identified.  While  M.  Levasseur  does  not  find  in  that  exten- 
sion of  government  functions  which  naturally  accompanies 
the  development  of  modem  industrialism  any  fatalistic  prog- 
ress towards  socialism,  he  does  find  in  the  mass  of  labor 
legislation  passed  in  the  United  States  during  the  last  few 
years  what  appears  to  him  to  be  abundant  evidence  of  a  class 
legislation  entirely  inconsistent  with  democratic  principles  of 
government.  And  he  therefore  regards  with  suspicion  any 
extension  of  government  management  into  the  domain  of  pri- 
vate industry.  A  solution  of  the  labor  problem  dependent 
upon  arbitrary  exercise  of  power  by  the  State  endangers  indi- 
vidual freedom,  and  in  a  democracy  tends  towards  a  r^me 
of  class  domination. 

The  American  workman  at  work  M.  Levasseur  finds  effi- 
cient and  well  paid ;  at  home,  well  fed,  clothed,  and  lodged ; 
as  a  citizen,  self-reliant  and  prosperous, —  his  great  material 
prosperity  itself  at  once  occasioning  and  accounting  for  the 
turbulence  and  discontent  which  he  at  times  so  freely  mani- 
fests. 

It  remained  for  M.  Levasseur  to  discover  among  those 
*<  multiple,  complex,  and  at  times  discordant  characteristics 
of  the  American  workman,  completely  naturalized  for  several 
generations,"  traits  of  character  sufficiently  universal  to  war- 
rant the  establishment  of  a  type  mperieur.  M.  Levasseur 
contemplates  the  perpetuation  and  greater  differentiation  of 
this  superior  type  of  workman  under  the  conditions  of  edu- 
cation and  social  environment  which  obtain  in  the  United 
States.  <<  This  type,"  he  says,  "  will  persist  during  the  next 
century,  however  great  the  melange  of  different  and  inferior 
types    infused    into    the    American    industrial    population." 
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American  economists  have  not  infrequently  insbted  upon 
the  superior  efficiency  of  the  American  workman.  That  su- 
periority, however,  they  have  been  accustomed  to  associate 
with  the  selective  influences  of  inunigration ;  and  they  have 
not  been  able  sufficiently  to  remove  themselves  from  their  im- 
mediate environment  to  detect  the  existence  of  national  char- 
acter. Probably  no  population  presents  a  greater  diversity  of 
types  than  the  population  of  the  United  States.  No  popular 
tion  is  in  its  make-up  more  heterogeneous.  And  the  question 
naturally  arises  whether  after  all  the  peculiar  efficiency  of 
the  American  workman  is  more  than  a  direct,  perhaps  even 
a  temporary,  reaction  upon  environment,  whether  the  superi- 
ority really  lies  in  the  workman  or  in  his  environment.  Our 
industrial  groups  range  through  every  grade  of  efficiency  and 
comprise  every  nationality ;  and,  if  M.  Levasseur  has  chosen 
a  workman  of  superior  efficiency  as  typical  of  American  in- 
dustry, another  writer,  equally  observing  and  accurate,  less 
optimistically  disposed,  might  possibly  have  made  out  another 
type  equally  common  and  equally  "  American."  Placed  in  a 
land  of  immense  natural  resources,  the  American  is  pre-emi- 
nently a  wealth-producer,  energetic  and  efficient;  but  the 
solidarity  of  the  American  people, —  does  it  not  rest  rather 
upon  community  of  interests  than  upon  any  national  com- 
munity of  customs  and  character? 

M.  Levasseur  presents  data  which  seem  to  him  to  prove 
conclusively  that  during  this  century,  especially  during  the 
last  fifty  years,  American  industry  in  general  has  had  *^an 
ample  and  magnificent  development";  and  he  enumerates 
among  the  chief  causes  of  this  development  that  inventive 
mechanical  ingenuity  which,  manifesting  itself  as  it  does  in  a 
multiplicity  of  inventions,  he  is  pleased  to  consider  a  note- 
worthy national  characteristic  of  Americans. 

American  producers  have  long  felt  the  strain  consequent 
on  the  rapid  displacement  of  old  machinery  by  new  and  more 
efficient  machinery.  This  superannuation  of  fixed  plant  is  so 
rapid  as  greatly  to  enhance  the  risks  attendant  upon  produc- 
tive enterprises  in  the  United  States,  since  it  renders  that  ele- 
ment of  cost  which  represents  wear  and  tear  of  fixed  plant 
incalculable.    The  greater  the  investment,  the  greater  the  loss 
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consequent  upon  the  introduction  of  new  mechanical  devices. 
It  may  be  further  observed  that  inventions  which  promise  any 
considerable  economy  in  the  application  of  labor  or  capital  or- 
dinarily attract  new  investments  of  capital  seeking  to  reap  the 
immediate  gain  arising  from  the  new  economy,  and  that  these 
new  investors  have  every  advantage  in  competing  with  the  old 
producers,  whom  they  have  forced  to  adopt,  at  whatever  cost, 
the  new  methods  of  economy.  The  losses  consequent  upon 
this  displacement  of  vested  capital  are  immediate  and  in- 
definitely great ;  while  the  profits  arising  from  the  new  econ- 
omy in  the  application  of  labor  and  capital  are  remote,  and 
distributed  over  an  indefinite  period. 

A  further  result  which  may  follow  the  adoption  of  a  new 
method  of  production  or  a  new  mechanical  device,  and  one 
which  seems  not  to  have  been  so  commonly  noted  by  econo- 
mists, is  that  a  permanent  reduction  in  the  sum  total  value  of 
the  product  of  an  industry  may  accompany  this  destruction  of 
fixed  capital.  This  will  always  follow  when  the  nature  of  the 
product  is  such  that  a  decline  in  its  value  does  not  stimulate 
a  proportional  increase  in  its  consumption.  Here,  also,  the 
value  of  the  capital  employed  in  the  industry  is  bound  to 
decline.  When,  however,  the  new  demand  maintains  the 
value  of  the  product,  the  value  of  the  capital  employed  may 
or  may  not  decline,  according  as  the  new  economy  consists  in 
more  efiicient  machinery  or  in  the  substitution  of  machine 
work  for  hand  labor.  To  simplify  implements  and  reduce  the 
proportion  of  capital  employed  to  materials  used  is  the  effect  of 
those  economies  resulting  from  inventions  commonly  referred 
to  as  improvements.  These  improvements  tend  to  reduce  the 
value  of  wealth  accumulated  within  a  community ;  but  an  op- 
posing tendency  is  found  in  that  increased  demand  which 
accompanies  a  cheapening  of  the  product.  Only  those  inven- 
tions which  supplant  manual  labor  by  machine  work  tend 
directly  to  increase  the  accumulation  of  capital. 

The  motive  which  has  led  to  the  introduction  of  machinery, 
in  the  United  States  as  in  other  countries,  lies  obviously  in 
the  economy  of  labor  resulting  therefrom ;  and  it  would  seem 
unnecessary  to  seek  other  motives.  M.  Levasseur,  however, 
would  find  an  additional  incentive  for  American  employers  in 


Digitized  by  VjOOQIC 


92  QUARTERLY  JOURNAL  OF  ECONOMICS 

the  general  high  rate  of  wages  paid  American  labor.  "  The 
higher  the  wages,"  writes  M.  Levasseur,  "  the  greater  the  in- 
centive for  an  employer  to  economize  manual  labor " ;  and  he 
illustrates  by  supposing  a  machine  which  will  last  ten  years, 
costing  50,000  francs  and  economizing  the  work  of  four  men, 
proposed  for  adoption  to  an,  employer  paying  wages  at  the 
rate  of  2,000  francs  a  year.  Obviously,  the  employer  will  in- 
troduce the  machine,  and  save  3,000  francs  annually;  while  an 
employer  paying  wages  at  the  rate  of  1,000  francs  will  just  as 
obviously  not  introduce  the  machine,  since  it  will  occasion  him 
a  loss  of  1,000  francs  a  year.  The  economy  of  the  machine  in 
one  case  and  of  the  manual  labor  in  the  other  is  sufficiently 
obvious  under  the  conditions  supposed;  but  the  deductions 
drawn  therefrom  appear  a  bit  fallacious,  when  it  is  borne  in 
mind  that  the  cost  of  the  machine  is  itself  dependent  upon 
wages  paid  to  workmen  employed  in  its  construction.  In  the 
country  where  wages  were  1,000  francs,  the  machine  would 
probably  have  cost  but  25,000  francs,  so  that  the  same  econ- 
omy must  have  resulted  from  its  employment  in  either  case. 
Where  wages  are  high,  the  cost  of  the  machine  is  high  also. 
The  real  incentive  to  the  introduction  of  machinery  lies  not  in 
the  rate  of  wages,  but  in  the  economy  of  labor. 

In  considering  the  general  rate  of  wages  in  the  United 
States,  M.  Levasseur  is  led  to  discuss  the  causes  regulating 
normal  wages ;  and,  after  insisting  upon  the  futility  of  assign- 
ing any  one  simple  cause  as  the  sole  regulator  of  wages,  he 
proposes  the  following  formula:  "Wages  are  regulated  by 
divers  complex  causes^  which  act  eeveraUy  upon  supply  and 
demandy  determining  the  special  rate  within  each  industry 
and  for  each  individual.  From  these  special  rates  statistics 
attempt  to  deduce  the  general  average  rate  within  a  country." 
These  causes  he  enumerates  as  follows :  (1)  productivity ;  (2) 
competition ;  (3)  cost  of  living ;  (4)  capital  employed  as  fixed 
and  circulating  (the  last  corresponding  with  the  wages  fund), 
taking  into  account  rapidity  of  circulation ;  (5)  activity  of  pro- 
duction and  *<  amount  of  consumption  soliciting  production." 
"These  causes,"  concludes  M.  Levasseur,  "act  wherever  the 
contract  of  labor  is  free,  in  America  as  well  as  in  Europe. 
Several  of  these  causes,  however,  act  with  greater  intensity  in 
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America  than  in  Europe.  Produotivity,  which  is  on  the  aver- 
i^^e  higher,  the  cost  of  liying,  which  is  greater,  and  the  circu- 
lation of  wealth,  which  is  rapid,  tend  to  raise  the  average  rate 
of  wages ;  while  competition  which  is  due  to  immigration  tends 
to  force  wages  down." 

Economists  have  pretty  generally  recognized  the  fact  that 
the  amount  of  product  to  be  apportioned  is  determined  by  the 
productivity  of  labor  and  capital,  while  competition,  on  the 
one  hand  of  labor  and  on  the  other  of  capital,  determines 
the  repartition  of  the  product ;  but  that  the  cost  of  living  in  a 
country  is  in  any  sense  a  co-ordinate  cause,  regulating  wages, 
many  will  be  disposed  to  deny.  To  say  that  wages  are  regu- 
lated at  all  by  cost  of  living  seems  equivalent  to  the  assertion 
that  what  a  laborer  spends  regulates  what  he  gets.  Further, 
it  is  difficult  to  attach  to  the  last  two  causes  mentioned  above 
any  significance  which  will  make  them  independent  causes  not 
already  designated  under  productivity  and  competition  of 
labor  and  capital.  Indeed,  if  an  enumeration  in  detail  of  the 
complex  causes  affecting  wages,  or  even  of  the  more  important 
causes  so  acting  in  any  one  country,  such  as  the  United  States, 
is  here  contemplated,  the  enumeration  is  quite  incomplete, — 
such  an  enumeration  in  detail  of  causes  regulating  the  rate  of 
wages  mutt  mention  as  chief  among  these  the  natural  resources 
of  the  country,  state  of  the  arts  and  sciences,  education  and 
efficiency  of  laborers  and  employers ;  while,  as  a  recitation  of 
general  causes  regulating  wages,  the  coordination  appears  alto- 
gether unsatisfactory. 

M.  Levasseur  hazards  an  estimate  of  average  wages  in  the 
United  States  for  men  employed  in  industry  during  the  years 
1890-98.  The  average,  he  believes,  ranged  from  $1.75  to  $2.00 
a  day.  He  insists,  however,  that  the  elements  are  too  diverse 
and  incomplete  to  be  calculated ;  and  the  data  immediately  pre- 
sented would  seem  to  bear  witness  to  the  unsatisfactory  char- 
acter of  such  averages.  The  paragraph  immediately  following 
the  one  in  which  the  above  calculation  is  made  quotes  from 
the  Aldrich  report  average  wages  for  July,  1891,  at  $2.07. 
On  the  opposite  page,  data  for  1895  quote  average  wages  in 
four  cities,  as  follows :  Baltimore,  $1.93 ;  Boston,  $2.61 ;  New 
York,  $2.84 ;  Philadelphia,  $2.84.    In  a  note  appended  on  the 
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same  page  average  wages  are  estimated  of  83,051  employees 
—  men,  women,  and  children  —  in  Connecticut  daring  1896  at 
tl.66,  and  in  several  industries  respectively  at  $2.15,  $2.04, 
$2.15,  $1.76,  $1.92,  $1.64, —  the  highest  wages  being  five  or  six 
dollars  and  the  lowest  fifty  cents  a  day.  The  insignificant 
character  of  any  average  rate  of  wages  is  sufficiently  obvious. 
It  appears  that  we  have  in  the  United  States,  more  espe- 
cially in  our  cities,  a  considerable  class  unable,  either  from 
indisposition,  intemperance,  inefficiency,  or  accident  of  en- 
vironment, to  support  themselves,  and  it  follows  necessarily 
that  we  have  also  individuals  living  in  every  state,  from  abso- 
lute poverty  to  luxurious  abundance.  This  is  true  not  only  6f 
the  United  States,  but  of  all  other  countries.  To  say  that  aver- 
age wages  in  the  United  States  are  higher  than  in  some  other 
countries  can  mean  only  that  the  class  whose  wages  are  at  the 
higher  level  probably  forms  a  larger  proportion  of  the  total 
population  in  one  community  than  in  the  other.  But  of  this 
we  may  not  be  sure,  since  the  average  does  not  indicate  how 
the  wages  are  distributed.  An  average  wage  of  $2.50  a  day 
may  indicate  that  there  are  100,000  laborers  at  $2.00  and  20,- 
000  at  $5.00,  or  it  may  mean  100,000  men  at  $2.00  and  100,000 
at  $3.00,  or  50,000  men  at  $1.00,  50,000  at  $2.00,  50,000  at 
$3.00,  and  50,000  at  $4.00.  The  possibilities  are  indefinitely 
great.  Furthermore,  aside  from  the  insignificant  character  of 
any  average  rate  of  wages,  considerable  ambiguity  attaches  to 
the  general  statement  that  average  wages  in  the  United  States 
are  higher  than  average  wages  in  European  countries.  Does 
the  statement  mean  that  laborers  in  the  United  States,  work- 
ing under  the  same  conditions,  producing  the  same  product, 
and  employing  the  same  amount  of  capital,  receive  a  greater 
share  of  the  product?  or  that  laborers  employing  the  same 
amount  of  capital,  working  under  like  conditions,  are  more 
productive  in  the  United  States?  or  that,  other  things  being 
equal,  owing  to  the  employment  of  machinery,  labor  and  capi- 
tal are  both  more  productive,  and  that  consequently  the  gen- 
eral level  of  both  wages  and  profits  is  higher? 

In  his  discussion  of  wages  M.  Levasseur  raises  a  question 
which  he  regards  as  still  in  controversy  in  economic  theory, — 
namely,  ^whether  demand  regulates  supply,  or  supply  de- 
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mand";  and  he  conclndes  that  "a  free  consumption  of  goods 
in  a  population  by  absorbing  the  product  of  industry  stimu- 
lates production.''  Economists  haye  for  a  long  time  fully  ap- 
preciated the  ambiguity  popularly  attaching  to  the  terms  *'  de- 
mand" and  *' supply."  Simply  stated,  the  scientific  formula 
that  demand  must  equal  supply  resolves  itself  into  the  self-evi- 
dent thesis  that  a  population  must  produce  what  it  consumes. 
There  is  here  involved  no  question  of  economic  distribution  at 
all^  but  only  a  question  of  amount  of  product  to  be  distributed. 
And  this  holds  true  not  only  of  the  population  as  a  whole,  but 
of  every  industrial  group  within  the  population.  In  a  sense, 
just  as  every  individual  within  a  community  wants  and  would 
consume  more  than  he  is  willing  or  able  to  earn,  so  every 
group  wants  and  would  consume  more  than  it  can  or  will  earn  ; 
but  this  is  not  economic  demand.  Just  as  the  labor  of  every 
individual  has  its  economic  value,  great  or  small,  so  has  the 
labor  of  every  industrial  group  within  the  community  a  value 
determined  by  competition  and  efficiency.  The  ultimate  de- 
mand of  any  group  is  measured  by  the  amount  of  the  labor 
exerted.  The  number  of  hours  constituting  a  day's  labor 
within  any  group  is  determined  by  the  marginal  utility  of  the 
product  per  hour.  Bach  additional  hour  worked  adds  an  in- 
crease of  product  possessing  less  and  less  marginal  utility, 
while  the  sacrifice  involved  in  each  additional  hour's  work  is 
an  increasing  one.  The  number  of  hours  worked  per  day  is 
fixed  at  that  point  where  the  sacrifice  undergone  is  exactly  re- 
warded by  the  marginal  utility  of  that  hour's  product.  The 
choice  made  by  a  group  of  laborers  in  adopting  an  eight-hour 
day  is  for  release  from  further  toil  in  preference  to  further 
reward,  which  might  result  from  a  ninth  or  tenth  hour  of  work. 
The  efficient  economic  demand  of  a  group  is  measured  by  the 
labor  performed  by  that  group.  It  is  labor  exerted,  not  con- 
sumption of  goods,  which  constitutes  the  demand.  This  was 
sufficiently  obvious  under  simpler  conditions  of  production, 
where  individual  producers  brought  their  completed  product 
to  market  and  there  exchanged  it  against  other  goods.  That 
the  division  of  labor  now  makes  it  necessary  for  groups  of 
laborers  to  combine  in  the  production  of  a  single  article  may 
complicate  the  problem  of  distribution  of  the  product  of  labor, 
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but  does  not  alter  the  economic  laws  in  accordance  with  which 
that  diBtribntion  takes  place.  Great  economic  demand  or  con- 
sumption, therefore,  may  be  an  evidence  of  productive  activity, 
but  does  not  in  itself  stimulate  that  activity. 

M.  Levasseur  concludes  that  the  rate  of  wages  within  the 
United  States  is  likely  to  remain  high  for  a  considerable 
period  to  come,  owing  to  the  great  productivity  of  industry 
and  accumulated  wealth  within  the  country.  Whether  that 
rate  will  rise  or  fall  he  considers  a  'delicate  question,  to 
which  one  may  only  reply,  'perhaps.'  If  the  increase  in  the 
demand  for  labor,  in  agriculture  as  well  as  in  industry, 
should  not  continue  to  absorb  so  easily  in  the  future  as  it  has 
done  up  to  the  present  time  the  increment  arising  from  immi- 
gration, wages  may  decline.  Furthermore,  there  appears  to 
me  as  great  a  likelihood  of  a  decline  in  wages  during  the  next 
thirty  years,  owing  to  the  abundant  supply  of  labor,  as  there 
is  likelihood  of  a  rise,  resulting  from  productivity  and  from 
a  distribution  of  the  product  of  industry  more  favorable  to 
labor."  This  certainly  is  a  significant  expression  of  opinion 
by  one  who  may  speak  with  authority.  Nevertheless,  it  is 
difficult  to  see  how  such  a  conclusion  is  warranted  by  the  data 
presented  in  M.  Levasseur's  pages.  That  the  number  of  immi- 
grants arriving  from  year  to  year  should  be  sufficient  to  cause 
a  lowering  of  the  general  rate  of  wages  in  the  inmiediate 
future  seems  unlikely.  The  average  annual  immigration  dur- 
ing the  last  seventy-five  years  of  this  century  has  amounted 
to  less  than  250,000  men,  women,  and  children.  Even  if  we 
accept  M.  Levasseur's  statement  that  'Hhe  tlnited  States, 
with  a  population  made  up  entirely  from  immigration,  cannot 
now  renounce  its  origin  and  close  its  frontiers  to  the  further 
accessions  of  that  character,"  on  the  supposition  that  immigra- 
tion shall  remain  during  the  next  thirty  years  unrestricted 
by  legislation,  and  that  the  tide  of  immigration  still  fiows 
on  at  the  rate  maintained  during  this  century,  an  increment  of 
260,000  must  prove  insignificant  in  a  population  which  will 
undoubtedly  equal  100,000,000  in  the  course  of  the  next  ten 
or  fifteen  years.  But,  if  immigration  should  really  '<  cast  a 
shadow  over  the  whole  laboring  class,"  the  nature  of  our 
origin  will  hardly  stand  in  the  way  of  such  restrictive  legisla- 
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tion  as  may  appear  advantageous.  Certainly^  the  United 
States  is  not  bound  to  receive  within  its  borders  immigrants 
of  an  objectionable  character ;  in  fact,  it  is  not  unlikely  that 
those  natural  barriers  which  have  tended  to  disappear  with 
increasing  facilities  for  cheap  and  quick  transportation,  will  be 
succeeded  by  artificial  restrictions  of  one  kind  or  another. 
The  real  reasons  for  placing  restrictions  upon  immigration, 
however,  are  not  to-day  —  nor  are  they  likely  to  be  in  the 
future  —  economic.  The  introduction  into  any  community  of 
an  abundant  supply  of  cheap  labor  is  economically  advanta- 
geous to  those  exploiting  the  cheap  labor,  in  much  the  same 
way  as  is  the  introduction  of  cheap  and  efficient  machinery. 
There  is  no  reason  to  fear  that  a  community  will  get  its  work 
performed  too  cheaply.  If,  however,  the  labor  coming  to 
us  from  Europe  is  as  efficient  as  native  American  labor, 
it  will  earn  equally  high  wages.  If  less  efficient,  wages  cor- 
respondingly lower.  If  less  efficient,  such  labor  cannot  com- 
pete with  native  American  labor  on  an  equal  footing.  It 
will  add  another  group  of  labor  to  our  industrial  popu- 
lation possessing  a  smaller  productive  capacity,  receivings 
consequently,  lower  wages,  and  maintaining  a  lower  standard 
of  living.  The  fear  that  such  a  class  of  laborers  might  dis- 
place and  reduce  the  wages  of  more  efficient  laborers  is  as 
groundless  as  the  fear  that  the  introduction  of  improved 
machinery  will  work  the  same  injury.  So  far,  therefore,  as 
the  high  rate  of  wages  in  the  United  States  is  due  to  greater 
efficiency,  there  is  no  reason  to  fear  that  the  introduction  of 
cheaper  labor  will  cause  a  lowering  of  that  rate. 

If  wages  decline  in  the  United  States,  it  must  be  due  to 
the  fact  that  the  field  of  employment  is  so  occupied  by  in- 
creasing population  as  to  bring  into  operation  the  law  of  dimin- 
ishing returns,  thus  impairing  the  general  productivity  of  labor 
and  capital ;  and  that  any  such  overcrowding  of  the  field  of 
employment,  necessitating  a  lower  standard  of  living,  is  likely 
to  occur  in  a  democracy,  the  history  of  the  French  population 
itself  would  seem  sufficient  to  disprove.  The  decline  in  the 
rate  of  natality  already  manifest  among  the  native  American 
population  is  a  further  evidence  that  in  a  democracy  the  move- 
ment is  naturally  from  a  lower  to  a  higher  standard  of  living. 
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M.  Levassear  predicts  that  this  decline  in  the  rate  of  wages, 
should  it  occur  daring  the  next  twenty  or  thirty  years,  will 
meet  with  the  most  determined  opposition  on  the  part  of  or- 
ganized labor,  and  that  ^  in  such  an  event  the  repartition  of 
the  product  of  industry  between  the  three  factors  of  produc- 
tion will  be  so  modified  by  that  opposition  that  employers 
of  labor  will  be  forced  to  lower  the  rate  of  profits,  and  more 
than  in  proportion  to  the  decline  in  the  rate  of  wages."  But, 
if  laborers  by  simple  organization  and  determined  opposition 
can  in  such  event  force  down  the  rate  of  profits,  why  may 
they  not  afiEect  the  same  results  under  normal  conditions? 
And,  if  the  rate  of  profits  is  not  determined  in  accordance 
with  some  economic  law  of  distribution,  if  it  is  not  dependent 
upon  the  conditions  of  production  and  the  accumulation  of 
capital  seeking  employment,  what  is  to  prevent  laborers  by 
organization  and  determined  effort  from  wiping  out  profits 
altogether?  Either  it  is  true  or  it  is  not  that  the  repartition 
of  the  product  of  industry  rests  upon  economic  laws;  and, 
if  not,  why,  especially  in  a  democracy,  should  not  all  of  that 
product  be  turned  over  to  the  laborers  in  the  form  of  wages? 
The  executive  capacity  which  enables  employers  to-day  to 
command  great  reward  for  their  services  is  not  likely,  in 
the  course  of  an  industrial  evolution  which  every  year  more 
and  more  complicates  the  direction  of  labor,  to  decline  in 
value  nor  to  content  itself  with  lower  rewards ;  while,  surely, 
the  return  to  capital  as  such,  however  settled,  is  not  subject 
to  scaling  (id  libitum  by  simple  pressure  from  organized  labor. 

In  considering  some  of  the  economic  aspects  of  modern  capi- 
talism M.  Levasseur  raises  a  question  which  has  been  the 
subject  recently  of  much  popular  discussion ;  i.e^  whether  the 
introduction  and  employment  of  machinery  may  not  occasion 
an  overproduction  of  wealth.  By  a  simple  train  of  reasoning 
the  reader  is  brought  to  the  conclusion  that  **  there  can  never 
be  in  the  world  too  much  wealth."  This  overworked  economic 
epigram  has  served  well  enough  in  its  day  as  a  quietus  upon 
those  who  proposed  the  theory  of  overproduction  in  all  its 
naive  fallacious  simplicity;  but  it  is  no  answer  to  the  more 
clever  and  better  informed  overproductionists  of  to-day. 
These  writers  are  far  too  clever  to  make  the  crude  assertion 
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that  there  oan  be  too  much  wealth  in  the  world.  The  gist  of 
their  contention  lies  in  the  aasertion,  not  that  there  is  too  much 
wealth  produced,  but  that  wealth  gets  into  the  wrong  hands ; 
namely,  into  the  hands  of  those  who  do  not  wish  to  consume 
it,  while  those  who  have  the  wish  to  consume  have  not  the 
power.  *^The  power  to  consume  and  the  wish  to  consume 
reside  in  different  individuals.''  The  fallacy  here  is  of  a  more 
subtle  character,  and  arises  from  an  incomplete  conception  of 
economic  production.  The  obvious  fact  in  economic  produc- 
tion is  that  a  little  labor  on  a  great  machine  suffices  to  pro- 
duce a  great  amount  of  wealth.  Of  this  great  product  a  small 
portion  is  turned  over  to  laborers  in  the  form  of  wages.  For  the 
rest  there  is  no  demand.  The  owner  cannot  consume  it  because 
it  is  his  capita],  and  in  a  form  inconsumable  so  far  as  he  is  con- 
cerned :  the  laborers  cannot  consume  it  because  they  already 
have  their  wages,  and  so  have  no  claim  on  the  product  remain- 
ing. The  fallacy  lies  in  overlooking  the  cost  of  the  machine, 
and  in  supposing  that  the  product  can  generally  retain  an 
exchange  value  independent  of  that  cost,  the  fact  being  that 
such  an  artificial  value  can  be  maintained  only  in  special  cases, 
as  where  patent  rights  have  been  issued  or  where  values  are 
in  a  state  of  transition,  adjusting  themselves  to  new  labor 
costs.  Where  values  are  in  a  state  of  equilibrium,  there  is  no 
excess  product  over  the  cost  of  production.  In  other  words, 
the  value  of  the  product  is  made  up  of  wages  paid  directly  by 
the  employer  to  his  employees,  and  wages  paid  by  him  in- 
directly in  the  purchase  of  the  machine,  including  under 
^^ wages"  wages  of  superintendence.  So  that  the  value  of  the 
product  is  normally  consumed  during  the  process  of  prodtcc- 
tion.  How,  then,  can  this  process  result  in  general  over- 
production ? 

It  is  probably  in  his  constructive  economic  reasoning  that 
M.  Levasseur  lays  himself  most  open  to  adverse  criticisms. 
In  justice  to  the  author,  however,  it  is  to  be  stated  that  he 
does  not  offer  the  present  work  as  a  treatise  in  economic  sci- 
ence. On  the  contrary,  M.  Levasseur  frankly  everywhere 
subordinates  ^Hheory"  to  historical,  statistical,  and  narrative 
description.  His  subject,  however,  is  one  which  does  not  lend 
itself  to  purely  descriptive  treatment;  and  frequently  he  is 
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led  into  the  intricaoieB  of  abstraot  science.  Since  the  welfare 
of  the  American  workman  depends  upon  the  maintenance  in 
the  United  States  of  a  high  rate  of  wages,  M.  Levassenr  is  led 
to  consider  the  causes  regulating  that  rate.  So,  in  adverting 
to  current  social  dogmas,  labor  legislation,  State  interference, 
and  the  like,  M.  Levassenr  is  repeatedly  led  away  from  the 
concrete.  Nevertheless,  the  work  has,  as  its  author  intended 
it  should  have,  the  "  character  chiefly  of  an  economic  history." 
<<  An  interest  attaches  to  economic  phenomena,"  he  observes 
in  his  preface,  "  in  and  of  themselves,  independently  of  pos- 
sible generalizations.  To  observe  accurately  as  great  a  num- 
ber as  possible  of  these  phenomena  is  an  author's  first  task ; 
his  second,  to  choose  among  the  mass  of  phenomena  with  dis- 
crimination and  with  a  due  sense  of  his  own  responsibility." 
In  renderiug  his  account  of  the  American  workman  strictly 
impartial,  M.  Levassenr  has  chosen  to  introduce  a  somewhat 
unrefined  mass  of  data.  Perhaps  to  American  readers  it  will 
appear  that  M.  Levasseur's  desire  to  be  impartial  has  some- 
what inhibited  his  selective  judgment  in  the  choice  of  data 
and  authorities.  American  readers  would  have  welcomed 
from  so  renowned  a  scholar  a  more  critical  handling  of  mate- 
rial. But  this  very  freedom  from  personal  coloring  is  unques- 
tionably a  chief  excellence  in  the  work,  considered  as  a 
manual  of  information  for  French  readers. 

John  Cuioongs. 

HABVAKD  IJNIVBESrrT. 
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NOTES  AND   MEMORANDA. 


THE  INDIA  CURRENCY  PROPOSALS. 

It  is  a  matter  of  some  surprise  that  the  Currency  Proposals 
recently  submitted  by  the  government  of  India  to  the  Secre- 
tary of  State  for  India  in  London  have  attracted  so  little  at- 
tention on  this  side  of  the  Atlantic.  Garbled  statements  have 
appeared  in  the  papers  from  time  to  time,  and  incidental  ref- 
erence to  the  proposed  measures  was  made  by  several  speakers 
in  the  course  of  the  Senate  debate  upon  the  silver  seign- 
iorage coinage  clause  of  the  war  revenue  bill.  In  the  main, 
however,  there  has  been  neither  a  full  understanding  of  the 
nature  of  the  Proposals  nor  any  appreciation  of  the  stir  which 
their  publication  has  caused  in  English  commercial  and  finan- 
cial circles. 

It  is  now  admitted  alike  by  opponents  and  advocates  of  the 
closure  of  the  Indian  mints  to  the  coinage  of  rupees  in  1893 
that  this  action  was  taken  without  any  clearly  defined  policy 
as  to  the  subsequent  steps  which  it  rendered  necessary.  The 
Indian  government  has  upon  every  occasion  since  asserted 
that  the  establishment  of  a  gold  standard  was  then  already  in 
view.  But  it  seems  clear  that  the  anticipated  program  was 
little  better  than  a  policy  of  monetary  drift,  and  that  it  was 
expected  to  attain  a  higher  exchange, —  that  is,  a  higher  gold 
value  of  the  rupee, —  simply  by  the  natural  expansion  of  Ind- 
ian trade  and  commerce  relative  to  a  stationary  or,  indeed,  to 
a  gradually  diminishing  rupee  currency.  A  maximum  to  this 
appreciation  and  a  channel  for  the  expected  influx  of  gold 
were  defined  by  the  Notifications  of  June  23,  1893,  whereby 
gold  was  made  receivable  at  the  Indian  treasuries  in  payment 
of  public  dues  and  at  the  mints  in  exchange  for  rupees,  at  the 
rate  of  one  sovereign  for  fifteen  rupees.  In  short,  it  was 
hoped  to  stabilize  exchange  at  la.  4d.  by  the  introduction  of  a 
scarcity  rupee. 
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Five  years  have  Binoe  elapsed ;  and,  despite  the  cessation  of 
rupee  coinage  and  the  periodic  suspension  of  Council  Bill 
sales,  together  with  heavy  borrowings  in  London,  Indian  ex- 
change has  not  been  definitely  established  at  the  desired  rate. 
The  average  exchange  value  of  the  rupee  realized  by  the  Ind- 
ian government  has  been  14.547(/.  in  1893-94,  IS.lOlc?.  in 
1894-95,  13.680rf.  in  1896-96,  14.449rf.  in  1896-97.  Some 
months  ago  exchange  hovered  near  the  maximum  point ;  and 
provision  was  made,  by  the  amendment  of  the  Indian  Paper 
Currency  Act,  for  the  telegraphic  issue  of  rupees  in  India 
upon  the  deposit  of  gold  in  London  at  a  rate  slightly  above 
IQd.  Exchange  speedily  relapsed,  however.  Not  a  sovereign 
was  so  tendered ;  and  it  is  now  openly  admitted  by  the  India 
Council  that  the  automatic  accumulation  of  gold  in  this  man- 
ner is  "  extremely  unlikely." 

The  upward  course  of  the  rupee  has  unquestionably  made  it 
easier  for  the  Indian  government  to  meet  its  sterling  charges. 
On  the  other  hand,  it  has  left  trade  with  India  still  exposed 
to  the  fluctuations  of  exchange ;  and,  by  stimulating  the  with- 
drawal of  capital  from  India  while  exchange  is  high  and  un- 
certain, it  has  created  a  money  famine,  of  which  incidents 
have  been  a  bank  rate  of  from  10  to  12  per  cent,  and  the  re- 
fusal of  loans  upon  the  security  of  gold  bars.  Leaving  out  of 
account  the  possible  effects  of  the  mint  closure  upon  the  com- 
petitive trade  of  India  and  upon  the  value  of  the  native 
hoards  of  uncoined  silver,  it  will  be  seen  that  the  evil  of  a  de- 
preciating rupee  has  been  corrected,  the  mischief  of  a  fluctu- 
ating rupee  remains. 

In  a  remarkable  despatch  of  September  16, 1897,  in  refer- 
ence to  the  preliminary  bimetallic  agreement  arrived  at  by 
France  and  the  United  States,  the  government  of  India  char* 
acterized  that  date  as  *<  a  time  when  we  are  to  all  appearances 
approaching  the  attainment  of  stability  in  exchange  by  the 
operations  of  our  own  isolated  and  independent  action."  To 
persons  practically  concerned  with  Indian  exchange  and  to 
students  of  the  Indian  currency  question,  this  roseate  view 
seemed  unwarranted  and  misleading.  Whatever  doubt  may 
have  existed  as  to  the  fact  has  been  completely  dispelled  by 
the  course  of  subsequent  events ;  and  the  Indian  government 
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has  been  finally  led  by  the  intolerable  condition  of  affairs  in 
India,  and  by  the  growing  discontent  in  England  with  the 
policy  of  waiting  for  the  country  to  grow  up  to  a  16d^,  rupee, 
to  an  admission  of  the  inadequacy  of  the  passive  course 
hitherto  pursued  and  to  the  proposal  of  certain  drastic  meas- 
ures for  attaining  that  same  end.  These  proposed  measures 
are  embodied  in  a  despatch  of  March  3, 1898,  and  have  been 
referred  to  a  Special  Committee  appointed  by  the  Secretary 
of  State  for  India,  under  the  chairmanship  of  Sir  Henry  H. 
Fowler,  to  take  into  consideration  the  whole  subject  of  the 
Indian  currency  system. 

The  key-note  of  the  proposed  change  is  an  outright  contrac- 
tion of  the  rupee  currency  to  the  degree  necessary  to  establish 
a  16c^.  exchange,  with  a  replacement  of  the  resulting  treasury 
deficit  by  gold  borrowed  in  London  and  ultimately  available 
for  currency  purposes.  The  total  rupee  currency  of  India  is 
estimated  as  somewhere  about  120  crores  (1,200  million 
rupees),  exclusive  of  a  fiduciary  circulation  of  10  crores  of  cur- 
rency notes.  It  is  assumed  that  this  amount  is  redundant,  rel- 
ative to  the  proposed  sterling  equivalent  of  the  rupee.  To 
what  extent  contraction  is  necessary  to  attain  a  IM.  exchange, 
no  attempt  is  made  to  determine;  but  24  crores — the  amount 
of  currency  notes  in  circulation  —  is  arbitrarily  hit  upon  as 
"the  outside  limit,"  and  the  opinion  is  expressed  that  the 
amount  really  necessary  will  be  far  short  of  this. 

The  mere  accumulation  and  segregation  in  the  Indian  treas- 
ury of  the,  say,  20  crores  necessary  to  reduce  the  circulation 
to  the  proper  point  is  regarded  as  open  to  the  double  objec- 
tion of  losing  the  interest  upon  the  sum  thus  permanently 
locked  up,  while  the  very  existence  of  such  an  accumulation 
of  silver  coin  would  be  a  perpetual  menace  to  the  exchange 
market.  Accordingly,  it  is  proposed  to  effect  a  permanent 
contraction  by  melting  down  the  rupees  withdrawn  from  cir- 
culation, and  selling  the  bullion  silver  in  the  native  market. 
This  is  to  be  done  at  the  rate  of  10  crores  a  year,  worth  as 
bullion  —  with  silver  at  its  present  value  —  about  6  crores.  It 
is  naively  assumed  that  these  sales  can  be  effected  without  de- 
pressing silver,  since  the  average  annual  imports  of  the  metal 
into  India  since  the  closure  of  the  mints  have  been  about  6 
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croreB.  After  two  years  the  Indian  currency  will  have  been 
reduced  two  hundred  million  rupees  by  these  operations.  One 
hundred  and  twenty  million  rupees  will  have  been  secured  by 
the  sale  of  the  bullion  and  paid  over  into  the  Indian  treasury, 
leaving  a  deficit  in  the  treasury  balances  of  eighty  million  rupees 
to  be  supplied  by  gold  borrowed  in  London.  Estimating  the 
rupee  at  1M.<,  the  sum  of  £5,300,000  will  be  required  for  this 
purpose.  If  the  bullion  silver  sold  realizes  a  lower  price  or  if 
additional  sales  are  necessary,  the  treasury  deficit  will  be 
greater,  and  more  gold,  must  be  borrowed.  In  any  event,  au- 
thority is  asked  for  a  maximum  loan  of  £20,000,000,  of  which 
one-fourth  is  to  be  borrowed  and  shipped  at  once. 

This  gold  is  to  be  ultimately  available  for  currency  pur- 
poses, but  it  is  not  to  be  parted  with  until  an  exchange  rate 
of  16(7.  has  been  attained.  By  the  end  of  two  years,  if  not 
before,  it  is  believed  that  the  rupee  will  have  become  stable  at 
IM.  Should  this  not  prove  to  be  the  case,  the  same  process 
of  contraction  is  to  be  continued  until  the  desired  result  is 
attained,  after  which  gold  will  flow  into  the  country  and  the 
Treasury  will  release  its  own  holdings  I 

In  short,  the  reform  is  to  be  accomplished  by  an  outright 
reduction  within  two  years  of  one-sixth  in  the  amount  of  the 
rupee  currency,  and  this  process  of  contraction  is  to  be  contin- 
ued until  the  proposed  exchange  rate  has  been  attained. 
Bearing  in  mind  that  in  a  country  such  as  India  the  evils  of 
contraction  are  felt  in  much  more  than  direct  proportion  with 
the  actual  reduction  in  the  currency,  it  will  be  seen  why  the 
scheme,  for  this  reason  alone,  has  been  pronounced  by 
thoughtful  men  of  every  shade  of  monetary  opinion  crude  in 
theory  and  pitiless  in  practice. 

J.  H.  Hollander. 
Johns  Hopkiks  UinvEBsrrY. 
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RECENT  STATISTICS  ON  WAGES. 

The  statifltioal  material  relating  to  the  coarse  of  wages  and 
the  progress  of  the  working  classes  daring  the  last  two  gener- 
ations has  been  enriched  hj  two  recent  pablications, —  one 
a  brief  report  by  the  Massachasetts  Bareaa  of  Statistics  of 
Labor,  the  other  an  elaborate  report  by  the  French  Office  da 
Trarail.  Both  investigations  were  directed  to  the  condition 
of  workmen  oyer  a  long  series  of  years,  and  refer  to  the 
coarse  of  retail  prices  as  well  as  of  money  wages ;  and  both 
are  of  yalae  alike  on  the  social  and  on  the  monetary  aspects 
of  recent  economic  history. 

The  Massachasetts  Report  *  continaes  preyioas  inqairies  on 
the  same  subject,  with  the  resalt  that  we  have  £gares  on 
wages  and  on  retail  prices  collected  on  a  like  method  for  the 
same  indostries  and  the  same  articles  for  the  years  1860, 1872, 
1878,  1891,  and  1897.  No  attempt  is  made  to  work  oat  an 
index  number  summarizing  the  general  moyement;  and,  in 
view  of  the  fact  that  figures  could  not  be  secured  continuously 
for  each  of  the  selected  years,  it  was  doubtless  wise  not  to 
attempt  to  construct  a  representative  scale  of  a  disputable 
sort.  But  the  general  course  of  eyents  is  clear  from  an  in- 
spection of  the  tables.  Money  wages  were  lowest,  almost 
without  exception,  in  the  initial  year  1860,  and  at  each  of 
the  later  years  were  higher  than  they  were  at  the  beginning. 
As  to  the  years  1872, 1881,  and  1897  (which  cover  the  much- 
disputed  period  since  the  fatal  year  1873)  the  results  are  thus 
summarized  in  the  report:  ^*In  general,  the  returns  indicate 
higher  wage  rates  in  1897  than  in  1881,  only  eight  of  the  clas- 
sified industries  in  the  list  presenting  exceptions.  Of  these 
industries,  however,  two  show  a  higher  rate  in  1897  than  in 
1872.  On  the  contrary,  a  decline  in  general  appears  between 
1897  and  1872.  To  this  statement,  four  industries  present 
exceptions.  Two  of  these  —  namely,  the  Building  Trade  and 
Carpetings — show  an  increase  in  1897  as  compared  with  both 

•Seethe  Twmty-MgtUh  Antwal  iUport  <tfth€Ma»9achu$eU$  Bureau  itfStatU' 
tie$  ftf  Labor,  IWI,  Part  I.,  pp.  1^12. 
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1881  and  1872."  It  need  hardly  be  said  that  the  figures  for 
1872  were  corrected  for  the  depreciated  paper  of  that  time, 
and  arranged  on  a  gold  basis.  It  is  probable,  indeed,  that  in 
ganging  the  significance  of  the  figures  for  that  year  soma 
further  allowance  should  be  made  for  the  inflated  conditions 
of  the  speculative  period  1871-78 ;  but  here  questions  of 
interpretation  arise  with  which  the  statistician  is  not  called 
on  to  deal. 

As  to  prices,  the  results  are  of  a  more  familiar  sort,  though 
they  are  of  unusual  value  in  that  they  give  retail  prices  care- 
fully collected  for  articles  of  uniform  quality.  Nearly  all 
things  have  gone  down  in  price,  even  rents.  **As  compared 
with  1872,  all  the  articles  of  Groceries  show  lower  prices  in 
1897  except  corn-meal,  and  all  the  articles  of  Provisions 
except  mutton  chops."  On  the  family  budget  method, —  that 
followed  in  the  Aldrich  Report  of  1892, —  it  is  calculated  that 
for  a  representative  family  the  decline  in  the  expense  of  gro- 
ceries was  in  1897  6.67  per  cent,  as  compared  with  1881  and 
30  per  cent,  as  compared  with  1872 ;  while  for  provisions  the 
decline  was  18.52  per  cent,  as  compared  both  with  1872  and 
1881. 

The  French  investigation  is  much  more  elaborate.  It 
covers  the  period  from  1840  to  1897,  fills  four  portly  volumes, 
and  gives  a  vast  array  of  figures  in  detail.*  The  material  here 
collected  will  be  of  service  in  many  directions  to  the  statis- 
tician and  to  the  student  of  economic  history.  On  the  general 
course  of  money  wages  in  France  the  introduction  to  the 
concluding  volume  gives  '^  quelques  chifEres  [qui]  vont  suffire  & 
marquer  le  chemin  parcouru."  These  figures,  indicating  the 
trend  of  money  wages  during  the  past  half-century,  are  as 
follows  (in  francs)  :  — 

*  Oiffice  du  Travail:  SalaiT€9  et  Durie  du  Travail  dans  V Industrie  FranQoUs. 
Tome  /.,  IMparUmtint  de  la  Seine;  Tome  II. ^  IIL,  DipartemefOa  autree  que  oelut 
de  la  Seine;  Tome  1  V„  lUeuUate  Oiniraux,   Pails  :  Imprimerie  Kationale,  1897. 


Digitized  by  VjOOQIC 


2fOTXa  AND  MEMOBANDA 


107 


1840-45 

1858-57 

i86o-«5 

1874 

ilgi-gS 

All  workmen  in  the  departments  * . 

2,07 

- 

2.76 

- 

8.90 

1.02 

- 

1.80 

- 

2.15 

All  workers  in  ooftl  mines      .    .    . 

2.10 

2.35 

2.60 

3.56 

4.20 

- 

2.25 

- 

3.15 

4.05 

Masons  in  Puis 

4.15 

4.25 

5.25 

5.50 

7.50 

Elsewhere  another  summary  table  is  given,  resting  on  the 
same  set  of  data.  The  figures  in  this  case  are  arranged  on  an 
index  number  plan,  the  number  100  indicating  the  rate  of 
wages  for  1891~98.t 


1840-45 

1853 

1860-65 

1874 

x88s 

1891-g) 

AU  workmen 

52 

- 

69 

- 

- 

100 

- 

52 

- 

78 

91 

100 

- 

49 

- 

80 

89 

100 

. 

51 

- 

80 

92 

100 

Painters  (prorinces)    .    .    . 

- 

52 

- 

76 

90 

100 

Nine  classes  of  workmen  (pror 
inces) 

- 

52 

. 

79 

90 

100 

All  workers  in  coal  mines   .    . 

50 

52 

62 

85 

91 

100 

BnUding  trades  in  Paris  .    . 

54 

57 

70 

77 

100 

100 

Normal  index  number  for  eacl 
period 

i 

52 

52 

68 

80 

91 

100 

Money  wages  thus  have  doubled  in  the  course  of  the  half- 
century  ;  and,  what  is  more  significant,  they  have  continued  to 
advance  during  the  latter  part  of  the  period  (t.6.,  since  1873), 
when  the  prices  of  commodities  have  been  falling. 

•  !.§,,  not  ineindlng  the  Department  of  the  Seine.  The  table  appears  at  p.  25 
of  the  general  Introdnotlon  to  Volome  IV. 

t  The  table  appears  at  p.  277,  YoL  IV . 
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Ab  to  the  prices  of  commodities  bought  by  workmen,  the 
French  inquiry  makes  comparison  chiefly  between  the  begin- 
ning and  tJie  close  of  the  period.  Daring  the  half-century 
between  1840  and  1891-93  it  appears  that  retail  prices  have 
risen,  but  not  so  much  as  money  wages.  Rents,  it  is  true, 
have  more  than  doubled  (and  it  is  to  be  assumed,  though  it 
is  not  expressly  stated,  that  the  *'  logement "  which  has  thus 
appreciated  is  of  the  same  quality).  But  food  has  been  so 
cheapened  that  for  lodging  and  for  the  same  nourishment  the 
workman  needs  to  spend  but  25  per  cent,  more ;  while  for 
clothing  and  other  things  prices  have  so  far  fallen  as  to  bring 
down  to  an  even  smaller  figure  the  increase  in  the  ^  f rais  d'un 
meme  genre  d'ezistence."  It  is  noted,  also,  that  the  distri- 
bution of  the  expenditure  of  the  workmen,  under  these 
steadily  improving  conditions,  has  not  much  varied.  About 
the  game  proportion  of  mcome  continues  to  go  to  lodging,  to 
food,  and  to  other  things ;  whence  it  follows,  as  the  price  of 
objects  of  necessity  has  advanced  but  little,  that  their  con- 
sumption has  greatly  increased. 

No  such  careful  comparison  is  made  as  to  the  expenses  of 
living  during  the  later  part  of  the  period;  %,€,,  during  the 
twenty  years  from  1873  to  1893.  But  for  Paris  the  following 
instructive  figures  are  given,  indicating  what  was  the.  annual 
expense  for  a  Parisian  workman  of  an  estimated  ration, —  so 
much  bread,  so  much  meat,  so  much  fuel,  and  so  on.  Such 
a  budget  would  show  the  following  results  for  decennial 
periods :  — 


period. 

Food,  heatt  light. 

Lodging. 

Totai, 

1844-53 

931  fr. 

120  fr. 

1,051  fr. 

1854-63 

1,05S 

170 

1,222 

1864-73 

1,075 

2S0 

1,295 

1874-83 

1,093 

270 

1,313 

1884-93 

993 

320 

1,353 

Digitized  by 


Google 


NOTES  AND  MEMOBANDA  109 

Food,  light,  heat,  increased  in  price  until  1878,  and  since 
then  have  fallen  in  price.  Clothing  has  probably  fallen  in 
price  throughout  the  period,  while  rents  seem  to  have  risen 
throughout.  Since  1878  the  movement  of  wages  and  prices 
has  been  inrerse :  wages  have  risen,  while  prices  have  fallen. 

From  both  investigations  it  appears  that  money  wages  have 
not  shared  the  downward  movement  which  the  prices  of  com- 
modities have  shown  since  1873.  In  France  money  wages 
clearly  have  advanced.  In  Massachusetts  they  at  least  held 
their  own  between  1881  and  1897.  It  is  true  that  some  de- 
cline appears  for  Massachusetts  in  1897  as  compared  with 
1872,  but  it  is  a  question  how  far  the  year  1872  affords  a  sat- 
isfactory basis  for  comparison;  while  the  year  1881,  when 
specie  payments  had  been  resumed  and  prosperity  had  fully 
set  in,  may  give  such  a  basis.  The  statistical  material  on  this 
part  of  the  history  of  prices  still  needs  to  be  completed  and 
carefully  worked  over;  but  the  inquiries  here  sunmiarized 
confirm  the  general  conclusion  that,  during  the  period  in 
which  the  much-discussed  fall  in  prices  has  taken  place,  money 
incomes  have  either  remained  stationary  or  have  risen, —  at  all 
events,  have  not  fallen ;  an  aspect  of  the  "  appreciation  "  of 
gold  which  deserves  more  attentive  consideration  than  it 
conunonly  receives.  t. 
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Aifoxa  recent  annonnoements  we  note  the  Science  of 
Finance^  by  ProfesBor  Henry  C.  Adams,  to  be  published 
shortly  by  Messrs.  Henry  Holt  &  Co.  The  book  will  soggest 
a  financial  system  taking  into  view  the  necessities  of  the 
federal  government  and  of  the  several  States  and  their  local 
bodies.  The  same  firm  will  publish,  in  the  course  of  the 
winter,  a  volume  of  selected  essays  in  economics  by  the  late 
Francis  A.  Walker.  Messrs.  Macmillan  announce  The  Distru 
buHon  of  Wealth,  by  Professor  John  B.  Clark,  and  Elements 
of  Sociology,  by  Professor  F.  H.  Giddings. 


The  Parliamentary  Committee  on  Old  Age  Pensions,  ap- 
pointed in  1896,  has  made  a  report  (dated  June,  1898)  the 
gist  of  which  is  that  no  recommendable  scheme  was  discov- 
ered. It  should  be  noted,  however,  that  the  committee,  by 
the  terms  of  the  reference,  found  itself  precluded  from  con- 
sidering schemes  based  on  compulsion,  and  hence  could  not 
examine  any  plan,  on  the  principle  of  the  German  system, 
for  a  universal  grant  of  pensions  or  for  compulsory  contribu- 
tions towards  pension  funds.  There  remained  only  plans  in 
which  some  voluntary  contribution  or  provision  was  a  condi- 
tion of  aid.  As  to  all  such,  the  committee  concluded  that, 
on  the  one  hand,  they  would  be  limited  in  their  effect  to  a 
small  section  of  the  community,  not  including  the  persons 
most  in  need  of  relief ;  while,  on  the  other  hand,  they  would 
discourage  thrift.  Hence  the  negative  conclusion  of  the 
report,  which  doubtless  disposes  of  the  old  age  proposals  for 
the  time  being.  None  the  less,  all  signs  point  to  the  con- 
tinued discussion  of  the  subject,  and  to  the  discovery  and 
enactment,  sooner  or  later,  of  some  acceptable  scheme,  pos- 
sibly going  the  length  of  the  compulsory  and  universal  provi- 
sion, which  this  committee  was  not  instructed  to  consider. 
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Almost  simultaneously  with  the  passage  of  the  French 
Workmen's  Compensation  Act,  described  in  the  last  number 
of  this  Journal,  a  similar  measure  for  the  compensation  of 
workmen  injured  by  accident  was  enacted  in  Italy,  bearing 
date  March  17  of  the  current  year,  and  going  into  effect  Octo- 
ber 1.  While  accepting  the  principle  of  compulsion,  and 
therein  following  the  German  measure  from  which  has  come 
the  main  impulse  to  this  form  of  labor  legislation,  the  Italian 
act  is  like  the  English  and  the  French  in  that  it  leaves  some 
choice  as  to  the  mode  in  which  the  required  provision  shall  be 
made. 

It  establishes  compulsory  insurance  of  workmen  against 
accident  at  the  charge  of  their  employers.  All  workmen 
employed  in  manufacturing  enterprises  where  power  is  used 
(provided  as  many  as  five  are  employed),  all  in  mines,  rail- 
ways, and  transportation,  building  operations,  and  the  like, 
are  to  be  insured;  but  agriculture  and  shipping  are  not 
affected.  The  indenmity  in  case  of  complete  and  permanent 
disability  is  five  times  the  yearly  wages,  but  not  less  than 
3,000  lire ;  in  case  of  partial  disability,  a  sum  proportionally 
reduced.  Where  there  is  temporary  disability,  the  indemnity 
is  one-half  the  wages  if  the  disability  is  complete,  and  propor- 
tionally less  if  it  is  partial.  If  the  accident  results  in  death, 
the  workman's  heirs  get  five  times  his  yearly  wages  in  a 
lump  sum.  The  employers  may  assume  their  obligations  for 
themselves,  may  insure  in  insurance  companies  of  the  ordinary 
form,  or  may  form  mutual  insurance  associations  of  their 
own.  If  permanent  total  disability  ensues,  the  indemnity 
must  usually  be  turned  over  to  the  State  Pension  Fund, 
which  is  then  to  pay  an  annuity  to  the  injured  workman. 
The  contingency  of  the  employer's  insolvency  seems  to  be  less 
carefully  guarded  against  than  in  the  French  law,  the  only 
provision  being  that  all  receipts  from  fines  and  other  wind- 
falls shall  be  set  aside  to  meet  such  defaulted  payments.* 

In  general,  the  expectation  of  the  Italian  legislators,  as  of 
the  French  and  English,  has  evidently  been  that  employers 

•Tbe  text  of  the  act  has  been  printed  by  the  Ministry  of  ▲gricnltaie,  Mana- 
feetores,  and  Commerce  (Borne:  Tlpogralla  Nazionale  di  Q.  Rertero).  A  careful 
enmmary  of  the  proTlaions  le  in  the  Bngllsh  LtUnnur  OaaetU  for  May,  1S9S. 


^      Digitized  by  VjOOQIC 


112  QUARTERLY  JOURNAL  OF  ECONOMICS 

will  be  led  to  insure  themselves  against  the  obligation  to 
indemnify  for  accidents,  and  that  the  effect  of  compulsion 
will  be,  not  a  great  growth  of  goyemment  administrative 
machinery,  but  a  wide  use  of  mutual  insurance  associations. 
Yet  the  drastic  principle  of  compulsion  remains  in  the  act, 
which  thus  marks  another  step  in  the  rapidly  spreading  system 
of  compulflory  provision  against  workmen's  accidents  by  their 
employers. 


The  "  War  Revenue  Act,"  passed  by  Congress  on  June  18  of 
the  current  year,  contains  some  provisions  which  are  likely  to 
be  of  lasting  importance.  While  the  internal  taxes  levied  by 
the  act  may  come  to  be  permanently  incorporated,  in  greater 
part  or  less,  in  the  federal  revenue  system,  their  future  is 
quite  uncertain ;  and,  at  the  least,  they  will  almost  certainly  be 
much  remodelled.  Some  fiscal  and  monetary  matters,  how- 
ever, are  disposed  of  probably  once  for  all. 

The  fiscal  position  of  the  Treasury  of  the  United  States  is 
greatly  strengthened,  not  so  much  for  the  immediate  exigency 
as  for  its  operations  in  the  long  run,  by  general  authority  to 
borrow  from  time  to  time,  by  means  of  notes  running  not 
more  than  a  year,  to  the  extent  of  one  hundred  millions.  The 
Secretary  may  borrow  ^'  such  sums  as,  in  his  judgment,  may  be 
necessary  to  meet  public  expenditures."  The  authority  given 
elsewhere  in  the  act  for  the  issue  of  bonds  is  limited,  being 
available  only  for  war  expenditures;  but  that  for  the  tem- 
porary notes  is  unrestricted  except  as  to  amount,  and  will 
remain  so  long  as  this  section  is  not  specifically  repealed. 
The  need  of  some  elastic  resource  of  this  kind  has  long  been 
obvious,  and  the  failure  to  supply  it  has  been  due  mainly  to 
the  unfortunate  intertwining  of  the  routine  affairs  of  the 
Treasury  with  the  disputed  monetary  questions.  Such  simple 
and  sensible  authority  as  is  now  given  would  have  vastly  bet- 
tered the  situation  in  1894-95,  when  the  loans  of  the  Cleve- 
land administration  were  made.  While  not  likely  to  be  re- 
sorted to  in  the  near  future,  it  is  certain  that  the  time  will 
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come  when  this  power  in  the  hands  of  the  Secretary,  now  so 
readily  given,  will  prove  of  inestimable  benefit. 

On  the  currency  situation  a  last  step  is  taken  towards  wind- 
ing up  the  consequences  of  the  anomalous  legislation  of  1890. 
The  silver-purchase  act  of  that  year  had  provided  that,  of  the 
Treasury  notes  put  forth  in  payment  of  silver  bullion,  ^^  no 
greater  or  less  amount  shall  be  outstanding  at  any  time  than 
the  cost  of  the  silver  bullion  and  the  standard  silver  dollars 
coined  therefrom,  then  held  in  the  Treasury  purchased  by 
such  notes."  Whatever  uncertainty  may  have  resulted  from 
this  puzzling  proviso  has  now  been  removed  by  the  require- 
ment that  each  month  at  least  one  and  one-half  million  silver 
dollars  shall  be  coined  from  the  bullion  purchased,  until  all  of 
it  is  converted  into  coin.  The  paper  representatives  of  this 
coin  —  whether  Treasury  notes  or  silver  certificates — must 
then  be  no  less  than  the  amount  of  the  coin ;  since  this  coin 
is  to  be  ^'  used  and  applied  in  the  manner  and  for  the  purposes 
named  in  said  act"  of  1890.  Every  ounce  of  the  silver 
bought  under  that  act  is  to  be  coined  into  silver  dollars,  and 
these,  or  their  paper  representatives,  must  take  their  place  in 
the  nation's  currency. 

It  may  not  be  amiss  to  recall  that  the  Treasury  records 
show  that  under  the  act  of  1890  there  were  purchased  168.7 
millions  of  ounces  of  silver.  From  these  there  had  been 
coined,  up  to  July  1  of  this  year,  78.7  millions  of  silver  dollars. 
There  remained  on  hand,  on  July  1, 107.7  millions  ounces  of 
bullion,  which,  when  coined,  will  make  139.2  millions  silver 
dollars.  The  amount  of  silver  currency  —  whether  in  the 
form  of  dollars,  certificates,  or  Treasury  notes  —  by  which  the 
money  of  the  country  will  be  enlarged  under  the  act  of  1890 
and  its  sequel  thus  reaches  the  imposing  total  of  218  millions 
of  dollars. 
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THE  PRECONCEPTIONS  OF  ECONOMIC 
SCIENCE. 

I- 

Ik  an  earlier  paper  *  the  view  has  been  expressed  that 
the  economics  handed  down  by  the  great  writers  of  a  past 
generation  is  substantially  a  taxonomic  science.  A  view 
of  much  the  same  purport,  so  far  as  concerns  the  point 
here  immediately  in  question,  is  presented  in  an  admirably 
lucid  and  cogent  way  by  Professor  Clark  in  a  recent  num- 
ber of  this  joumaLf  There  is  no  wish  hereby  to  burden 
Professor  Clark  with  a  putative  sponsorship  of  any  un- 
graceful or  questionable  generalizations  reached  in  work- 
ing outward  from  this  main  position,  but  expression  may 
not  be  denied  the  comfort  which  his  unintended  authenti- 
cation of  the  main  position  affords.  It  is  true,  Professor 
Clark  does  not  speak  of  taxonomy,  but  employs  the  term 

•"WhjiBBooiioiDiMiiotaii  BTolutumivy  Soienoe?*'  Quartai^  Jowmal ^ 
.KoofiMmct,  JqIj,  IfOB. 

t  *'Tlie  FnbiM  of  EiMmomie  Theoiy,"  Bid.,  Ootobw«  1898. 
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^^  statics,''  which  is  perhaps  better  suited  to  his  immediate 
purpose.  Nevertheless,  in  spite  of  the  high  authority 
given  the  term  **  statics,"  in  this  connection,  through  its 
use  by  Professor  Clark  and  by  other  writers  eminent  in 
the  science,  it  is  fedrly  to  be  questioned  whether  the  term 
can  legitimately  be  used  to  characterize  the  received  eco- 
nomic theories.  The  word  is  borrowed  from  the  jargon  of 
physics,  where  it  is  used  to  designate  the  theory  of  bodies 
at  rest  or  of  forces  in  equilibrium.  But  there  is  much  in 
the  received  economic  theories  to  which  the  analogy  of 
bodies  at  rest  or  of  forces  in  equilibrium  will  not  apply. 
It  is  perhaps  not  too  much  to  say  that  those  articles  of 
economic  theory  that  do  not  lend  themselves  to  this  anal- 
ogy make  up  the  major  portion  of  the  received  doctrines. 
So,  for  instance,  it  seems  scarcely  to  the  point  to  speak  of 
the  statics  of  production,  exchange,  consumption,  circular 
tion.  There  are,  no  doubt,  appreciable  elements  in  the 
theory  of  these  several  processes  that  may  fairly  be  char- 
acterized as  statical  features  of  the  theory ;  but  the  doc- 
trines handed  down  are  after  all,  in  the  main,  theories  of 
the  process  discussed  under  each  head,  and  the  theory  of  a 
process  does  not  belong  in  statics.  The  epithet  ^^  stati- 
cal "  would,  for  instance,  have  to  be  wrenched  somewhat 
UDgently  to  make  it  apply  to  Quesnay's  classic  Tableau 
ietmomique  or  to  the  great  body  of  Physiocratic  specula- 
tions that  take  their  rise  from  it.  The  like  is  true  for 
Books  II.  aud  III.  of  Adam  Smith's  Wealth  of  Nations^  as 
also  for  coDsiderable  portions  of  Ricardo's  work,  or,  to 
come  down  to  the  present  generation,  for  much  of  Mar- 
shall's Principles^  and  for  such  a  modem  discussion  as 
Smart's  Studies  in  Hconamies^  as  well  as  for  the  fruitful 
activity  of  the  Austrians  and  of  the  later  representatives 
of  the  Historical  School. 

But  to  return  from  this  terminological  digression. 
While  economic  science  in  the  remoter  past  of  its  his- 
tory has  been  mainly  of  a  tazonomic  character,  later 
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writers  of  all  schools  show  something  of  a  divergence 
from  the  taxonomic  line  and  an  inclination  to  make  the 
science  a  genetic  account  of  the  economic  life  process, 
sometimes  even  without  an  ulterior  view  to  the  taxonomic 
value  of  the  results  obtained.  This  divergence  from  the 
ancient  canons  of  theoretical  formulation  is  to  be  taken  as 
an  episode  of  the  movement  that  is  going  forward  in  lat- 
ter-day science  generally;  and  the  progressive  change 
which  thus  affects  the  ideals  and  the  objective  point  of  the 
modem  sciences  seems  in  its  turn  to  be  an  expression  of 
that  matter-of-fact  habit  of  mind  which  the  prosy  but  ex- 
acting exigencies  of  life  in  a  modem  industrial  community 
breed  in  men  exposed  to  their  unmitigated  impact. 

In  speaking  of  this  matter-of-fact  character  of  the 
modem  sciences  it  has  been  broadly  characterized  as 
*^  evolutionary " ;  and  the  evolutionary  method  and  the 
evolutionary  ideals  have  been  placed  in  antithesis  to  the 
taxonomic  methods  and  ideals  of  pre-evolutionary  days. 
But  the  characteristic  attitude,  aims,  and  ideals  which  are 
so  designated  here  are  by  no  means  peculiar  to  the  group 
of  sciences  that  are  professedly  occupied  with  a  process  of 
development,  taking  that  term  in  its  most  widely  ac- 
cepted meaning.  The  latter-day  inorganic  sciences  are  in 
this  respect  like  the  organic.  They  occupy  themselves 
with  ^^ dynamic"  relations  and  sequences.  The  question 
which  they  ask  is  always.  What  takes  place  next,  and 
why?  Given  a  situation  wrought  out  by  the  forces  under 
inquiry,  what  follows  as  the  consequence  of  the  situation 
so  wrought  out?  or  what  follows  upon  the  accession  of  a 
further  element  of  force?  Even  in  so  non-evolutionary 
a  science  as  inorganic  chemistry  the  inquiry  consistently 
runs  on  a  process,  an  active  sequence,  and  the  value  of  the 
resulting  situation  as  a  point  of  departure  for  the  next  step 
in  an  interminable  cumidative  sequence.  The  last  step  in 
the  chemist's  experimental  inquiry  into  any  substance  is^ 
What  comes  of  the  substance  determined  ?    What  wiU  it 
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do?  What  will  it  lead  to,  when  it  is  made  the  point  of 
departure  in  farther  chemieal  action  ?  There  is  no  ulti- 
mate term,  and  no  definitive  solation  except  in  terms  of 
farther  action.  The  theory  worked  out  Ib  always  a  theory 
of  a  genetic  succession  of  phenomena,  and  the  relations 
determined  and  elaborated  into  a  body  of  doctrine  are 
always  genetic  relations*  In  modem  chemistry  no  cog- 
nizance is  taken  of  the  honorific  bearing  of  reactions  or 
molecular  formul».  The  modem  chemist,  as  contrasted 
with  his  ancient  congener,  knows  nothing  of  the  worth, 
elegance,  or  cogency  of  the  relations  that  may  subsist 
between  the  particles  of  matter  with  which  he  busies 
himself,  for  any  other  than  the  genetic  purpose.  The 
spiritual  element  and  the  elements  of  worth  and  pro- 
pensity no  longer  count.  Alchemic  symbolism  and  the 
hierarchical  glamour  and  virtue  that  once  hedged  about 
the  nobler  and  more  potent  elements  and  I'eagents  are  al- 
most altogether  a  departed  glory  of  the  science.  Even 
the  modest  imputation  of  propensity  involved  in  the 
construction  of  a  scheme  of  coercive  normality,  for  the 
putative  guidance  of  reactions,  finds  little  countenance 
with  the  later  adepts  of  chemical  science.  The  science 
has  outlived  that  phase  of  its  development  at  which  the 
taxonomic  feature  was  the  dominant  one. 

In  the  modem  sciences,  of  which  chemistry  is  one, 
there  has  been  a  gradual  shifting  of  the  point  of  view 
from  which  the  phenomena  that  the  science  treats  of  are 
apprehended  and  passed  upon;  and  to  the  historian  of 
chemical  science  this  shifting  of  the  point  of  view  must 
be  a  factor  of  great  weight  in  the  development  of  chemi- 
cal knowledge.  Something  of  a  like  nature  is  true  for 
economic  science ;  and  it  is  the  aim  here  to  present,  in 
outline,  some  of  the  successive  phases  that  have  passed 
over  the  spiritual  attitude  of  the  adepts  of  the  science, 
and  to  point  out  the  manner  in  which  the  transition  from 
one  point  of  view  to  the  next  has  been  made. 
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As  has  been  suggested  in  the  paper  already  referred  to, 
the  oharacteristio  spiritual  attitude  or  point  of  view  of  a 
given  generation  or  group  of  economists  is  shown  not  so 
much  in  their  detail  work  as  in  their  higher  syntheses  — 
the  terms  of  their  definitive  formulations — the  grounds 
of  their  final  valuation  of  the  facts  handled  for  pur- 
pose of  theory.  This  line  of  recondite  inquiry  into  the 
spiritual  past  and  antecedents  of  the  science  has  not 
often  been  pursued  seriously  or  with  singleness  of  pur- 
pose, perhaps  because  it  is,  after  all,  of  but  slight  conse- 
quence to  the  practical  efficiency  of  the  present-day 
science.  Still,  not  a  little  substantial  work  has  been  done 
towards  this  end  by  such  writers  as  Hasbach,  Oncken, 
Bonar,  Cannan,  and  Marshall.  And  much  that  is  to  the 
purpose  is  also  due  to  writers  outside  of  economics,  for  the 
aims  of  economic  speculation  have  never  been  insulated 
from  the  work  going  forward  in  other  lines  of  inquiry* 
As  would  necessarily  be  the  case,  the  point  of  view  of 
economists  has  always  been  in  large  part  the  point  of 
view  of  the  enlightened  common  sense  of  their  time.  The 
spiritual  attitude  of  a  given  generation  of  economists  is 
therefore  in  good  part  a  special  outgrowth  of  the  ideals 
and  preconceptions  current  in  the  world  about  them. 

So,  for  instance,  it  is  quite  the  conventional  thing  to 
say  that  the  speculations  of  the  Physiocrats  were  domi- 
nated and  shaped  by  the  preconception  of  Natural  Rights. 
Account  has  been  taken  of  the  effect  of  natural-rights 
preconceptions  upon  the  Physiocratic  schemes  of  policy 
and  economic  reform,  as  well  as  upon  the  details  of  their 
doctrines.*  But  littie  has  been  said  of  the  significance  of 
these  preconceptions  for  the  lower  courses  of  the  Physio- 
crats' theoretical  structure.  And  yet  that  habit  of  mind 
to  which  the  natural-rights  view  is  wholesome  and  ade- 
quate is  answerable  both  for  the  point  of  departure  and 

*8m,  for  insteBoe,  HaelMeh,  AJU{femeim  pkUcmtpkucke  Orundlagen  der  von 
SVamQoig  Quetfioy  mid  Adam  Smith  begrundettn  poliiUAm  Odeanomie, 
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for  the  objective  point  of  the  Physiocratic  theories,  both 
for  the  range  of  facts  to  which  they  turned  and  for  the 
terms  in  which  they  were  content  to  formulate  their 
knowledge  of  the  facts  which  they  handled.  The  failure 
of  their  critics  to  place  themselves  at  the  Physiocratic 
point  of  view  has  led  to  much  destructive  criticism  of 
their  work;  whereas,  when  seen  through  Physiocratic 
eyes,  such  doctrines  as  those  of  the  net  product  and  of 
the  barrenness  of  the  artisan  class  appear  to  be  sub- 
stantially true. 

The  speculations  of  the  Physiocrats  are  commonly 
accounted  the  first  articulate  and  comprehensive  presen- 
tation of  economic  theory  that  is  in  line  with  later  theoreti- 
cal work.  The  Physiocratic  point  of  view  may,  therefore, 
weU  be  taken  as  the  point  of  departure  in  an  attempt  to 
trace  that  shifting  of  aims  and  norms  of  procedure  that 
comes  into  view  in  the  work  of  later  economists  when 
compared  with  earlier  writers. 

Physiocratic  economics  is  a  theory  of  the  working-out 
of  the  Law  of  Nature  (lot  naturelle)  in  its  economic  bear- 
ing, and  this  Law  of  Nature  is  a  very  simple  matter. 

Les  loiB  natnieUes  sont  ou  physiques  on  morales. 

On  entend  ici,  par  loi  physique,  le  eours  riglede  tout  io^nement  pkyt' 
iqtie  de  Vordre  naturel,  MdemmerU  lepltu  avantcigeux  au  genre  humain. 

On  entend  ioi,  par  loi  morale,  la  rhgle  de  toute  action  humaine  de 
Vordre  morale,  conforme  h  Vordre  physique  ^videmment  le  plus  avantageux 
au  genre  humain. 

Ces  lois  ferment  ensemble  oe  qu'on  appelle  la  Un  naturelle.  Tons  les 
hommes  et  toutes  les  puissances  humaines  doi^ent  6tre  soumis  k  oes 
lois  sonyeraines,  iustituto  par  T^tre-Suprdme :  elles  sont  immuables 
et  irr^fragables,  et  les  mellieures  lois  possible.* 

The  settled  course  of  material  facts  tending  beneficently 
to  the  highest  welfare  of  the  human  race, — this  is  the  final 
term  in  the  Physiocratic  speculations.  This  is  the  touch- 
stone of  substantiality.    Conformity  to  these  ^^  immutable 

*Qn68iia7,  Droit  Natunt,  oh.  t.  (Bd.  Daire,  PhynocraU$,  pp.  52-63). 
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and  unerring  "  laws  of  natare  is  the  test  of  economic  tnith. 
The  laws  are  immutable  and  unerring,  but  that  does  not 
mean  that  they  rule  the  course  of  events  with  a  blind 
fatality  that  admits  of  no  exception  and  no  divergence  from 
the  direct  line.  Human  nature  may,  through  infirmity  or 
perversity,  wilfully  break  over  the  beneficent  trend  of 
the  laws  of  nature ;  but  to  the  Physiocrat's  sense  of  the 
matter  the  laws  are  none  the  less  immutable  and  irrefrag- 
able on  that  account.  They  are  not  empirical  generaliza- 
tions on  the  course  of  phenomena,  like  the  law  of  falling 
bodies  or  of  the  angle  of  reflection ;  although  many  of  the 
details  of  their  action  are  to  be  determined  only  by  obeer^ 
vation  and  experience,  helped  out,  of  course,  by  interpre- 
tation of  the  fsLcts  of  observation  under  the  light  of  reason. 
So,  for  instance,  Turgot,  in  his  BSflections^  empirically 
works  out  a  doctrine  of  the  reasonable  course  of  develop- 
ment through  which  wealth  is  accumulated  and  reaches 
the  existing  state  of  unequal  distribution ;  so  also  his  doc- 
trines of  interest  and  of  money.  The  immutable  natural 
laws  are  rather  of  the  nature  of  canons  of  conduct  govern- 
ing nature  than  generalizations  of  mechanical  sequence, 
although  in  a  general  way  the  phenomena  of  mechanical 
sequence  are  details  of  the  conduct  of  nature  working 
according  to  these  canons  of  conduct.  The  great  law  of 
the  order  of  nature  is  of  the  character  of  a  propensity 
working  to  an  end,  to  the  accomplishment  of  a  purpose. 
The  processes  of  nature  working  under  the  quasi-spiritual 
stress  of  this  immanent  propensity  may  be  characterized 
as  nature's  habits  of  life.  Not  that  nature  is  conscious  of 
its  travail,  and  knows  and  desires  the  worthy  end  of  its 
endeavors ;  but  for  all  that  there  is  a  quasi-spiritual  nexus 
between  antecedent  and  consequent  in  the  scheme  of 
operation  in  which  nature  is  engaged.  Nature  is  not 
uneasy  about  interruptions  of  its  course  or  occasional 
deflections  from  the  direct^  line  through  an  untoward  con- 
junction of  mechanical  causes,  nor  does  the  validity  of 
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the  great  oyemiling  law  suffer  through  such  an  episode. 
The  introduction  of  a  mere  mechanically  effective  causal 
factor  cannot  thwart  the  course  of  nature  from  reaching 
the  goal  to  which  she  animistically  tends.  Nothing  can 
thwart  this  teleological  propensity  of  nature  except  ooun- 
ter^ctivity  or  divergent  activity  of  a  similarly  teleological 
kind.  Men  can  break  over  the  law,  and  have  short- 
sightedly and  wilfully  done  so ;  for  men  are  also  agents 
who  guide  their  actions  by  an  end  to  be  achieved.  Human 
conduct  is  activity  of  the  same  kind  —  on  the  same  plane 
of  spiritual  reality  or  competency — as  the  course  of  nat- 
ure, and  it  may  therefore  traverse  the  latter.  The  remedy 
for  this  short-sighted  traffic  of  misguided  human  nature 
is  enlightenment, — ^^instruction  publique  et.priv^e  des 
lois  de  I'ordre  naturel."  * 

The  nature  in  terms  of  which  all  knowledge  of  phe- 
nomena—  for  the  present  purpose  economic  phenomena 
—  is  to  be  finally  synthesized  is,  therefore,  substantially 
of  a  quasi-spiritual  or  animistic  character.  The  laws  of 
nature  are  in  the  last  resort  teleological :  they  are  of  the 
nature  of  a  propensity.  The  substantial  fact  in  aU  the 
sequences  of  nature  is  the  end  to  which  the  sequence 
naturally  tends,  not  the  brute  fact  of  mechanical  com- 
pulsion or  causally  effective  force.  Economic  theory  is 
accordingly  the  theory  (1)  of  how  the  efficient  causes  of 
the  ordre  naturel  work  in  an  orderly  unfolding  sequence, 
guided  by  the  underlying  natural  laws  —  the  propensity 
immanent  in  nature  to  establish  the  highest  well-being  of 
mankind,  and  (2)  of  the  conditions  imposed  upon  human 
conduct  by  these  natural  laws  in  order  to  reach  the 
ordained  goal  of  supreme  human  welfare.  The  condi- 
tions so  imposed  on  human  conduct  are  as  definitive  as 
the  laws  and  the  order  by  force  of  which  they  are  im- 
posed ;  and  the  theoretical  conclusions  reached,  when  these 
laws  and  this  order  are  known,  are  therefore  expressions 

*Qn68iift7,  Droit  Natmrd,  oh.  t.  (Ed.  Dain,  PAynaerate«,  p.  68). 
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of  absolute  economic  truth.    Such  conclusions  are  an  ex- 
pression of  reality,  but  not  necessarily  of  fact. 

Now,  the  objeotiye  end  of  this  propensity  that  deter- 
mines the  course  of  nature  is  human  well-being.  But  eco- 
nomic speculation  has  to  do  wiJth  the  workings  of  nature 
only  so  far  as  regards  the  ordre  phy%iqm.  And  the  laws 
of  nature  in  the  ordre  phyBtque^  working  through  mechani- 
cal sequence,  can  only  work  out  the  physical  well-being 
of  man,  not  necessarily  the  spiritual.  This  propensity 
to  the  physical  well-being  of  man  is  therefore  the  law 
of  nature  to  which  economic  science  must  bring  its  gen- 
eralizations, and  this  law  of  physical  beneficence  is  the 
substantial  ground  of  economic  truth.  Wanting  this,  all 
our  speculations  are  vain;  but  having  its  authentication 
they  are  definitive.  The  great,  typical  function,  to  which 
all  the  other  functioning  of  nature  is  incidental  if  not 
subsidiary,  is  accordingly  that  of  the  alimentation,  nutri- 
tion of  mankind.  In  so  far,  and  only  in  so  far  as  the 
physical  processes  contribute  to  human  sustenance  and 
fulness  of  life,  can  they,  therefore,  further  the  great  work 
of  nature.  Whatever  processes  contribute  to  human 
sustenance  by  adding  to  the  material  available  for  human 
assimilation  and  nutrition,  by  increasing  the  substance 
disposable  for  human  comfort,  therefore  count  towards 
the  substantial  end.  All  other  processes,  however  ser- 
viceable in  other  than  this  physiological  respect,  lack  the 
substance  of  economic  reality.  Accordingly,  human 
industry  is  productive,  economically  speaking,  if  it 
heightens  the  effectiveness  of  the  natural  processes  out 
of  which  the  material  of  human  sustenance  emerges; 
otherwise  not.  The  test  of  productivity,  of  economic 
reality  in  material  facts,  is  the  increase  of  nutritive  ma- 
terial. Whatever  employment  of  time  or  effort  does  not 
afford  an  increase  of  such  material  is  unproductive,  how- 
ever profitable  it  may  be  to  the  person  employed,  and 
however  useful  or  indispensable  it  may  be  to  the  corn- 
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munity.  The  type  of  such  productive  indufitry  is  the 
husbandman's  employment,  which  yields  a  substantial 
(nutritive)  gain.  The  artisan's  work  may  be  useful  to 
the  community  and  profitable  to  himself,  but  its  economic 
effect  does  not  extend  beyond  an  alteration  of  the  form 
in  which  the  material  afforded  by  nature  already  lies  at 
hand  It  is  formally  productive  only,  not  really  produc- 
tive. It  bears  no  part  in  the  creative  or  generative  work 
of  nature;  and  therefore  it  lacks  the  character  of  eco- 
nomic substantiality.  It  does  not  enhance  nature's  output 
of  vital  force.  The  artisan's  labors,  therefore,  yield  no 
net  product,  whereas  the  husbandman's  labors  do. 

Whatever  constitutes  a  material  increment  of  this  out- 
put of  vital  force  is  wealth,  and  nothing  else  is.  The 
theory  of  value  contained  in  this  position  has  not  to  do 
with  value  according  to  men's  appraisement  of  the  valu- 
able article.  Given  items  of  wealth  may  have  assigned  to 
them  certain  relative  values  at  which  they  exchange,  and 
these  conventional  values  may  differ  more  or  less  widely 
from  the  natural  or  intrinsic  value  of  the  goods  in  ques- 
tion; but  all  that  is  beside  the  substantial  point.  The 
point  in  question  is  not  the  degree  of  predilection  shown 
by  certain  individuals  or  bodies  of  men  for  certain  goods. 
That  is  a  matter  of  caprice  and  convention,  and  it  does  not 
directly  touch  the  substantial  ground  of  the  economic 
life.  The  question  of  value  is  a  question  of  the  extent  to 
which  the  given  item  of  wealth  forwards  the  end  of 
nature's  unfolding  process.  It  is  valuable,  intrinsically 
and  really,  in  so  far  as  it  avails  the  great  work  which' 
nature  has  in  hand. 

Nature,  then,  is  the  final  term  in  the  Physiocratic  specu- 
lations. Nature  works  by  impulse  and  in  an  unfolding 
process,  under  the  stress  of  a  propensity  to  the  accom- 
plishment of  a  given  end.  This  propensity,  taken  as  the 
final  cause  that  is  operative  in  any  situation,  furnishes  the 
basis  on  which  to  co-ordinate  all  our  knowledge  of  those 
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efficient  causes  through  which  Nature  works  to  her  ends. 
For  the  purpose  of  economic  theory  proper,  this  is  the 
ultimate  ground  of  reality  to  which  our  quest  of  economic 
truth  must  penetrate.  But  back  of  Nature  and  her  works 
there  is,  in  the  Physiocratic  scheme  of  the  universe,  the 
Creator,  by  whose  all-wise  and  benevolent  power  the  order 
of  nature  has  been  established  in  all  the  strength  and 
beauty  of  its  inviolate  and  immutable  perfection.  But  the 
Physiocratic  conception  of  the  Creator  is  essentially  a  de- 
istic  one :  he  stands  apart  from  the  course  of  nature  which 
he  has  established,  and  keeps  his  hands  off.  In  the  last  re- 
sort, of  course,  ^^  Dieu  seul  est  producteur.  Les  hommes 
travaillent,  receuillent,  ^conomisent,  conservent;  mais 
Sconomiser  n*est  pas  produireJ*^  *  But  this  last  resort 
does  not  bring  the  Creator  into  economic  theory  as  a  fact 
to  be  counted  with  in  formulating  economic  laws.  He 
serves  a  homiletical  purpose  in  the  Physiocratic  specula- 
tions rather  than  fills  an  office  essential  to  the  theory. 
He  comes  within  the  purview  of  the  theory  by  way  of  au- 
thentication rather  than  as  a  subject  of  inquiry  or  a  term 
in  the  formulation  of  economic  knowledge.  The  Physio- 
cratic God  can  scarcely  be  said  to  be  an  economic  fact, 
but  it  is  otherwise  with  that  nature  whose  ways  and 
means  constitute  the  subject-matter  of  the  Physiocratic 
inquiry. 

When  this  natural  system  of  the  Physiocratic  specula- 
tions is  looked  at  from  the  side  of  the  psychology  of  the 
investigators,  or  from  that  of  the  logical  premises  em- 
ployed, it  is  immediately  recognized  as  essentially  ani- 
mistic. It  runs  consistently  on  animistic  ground ;  but  it  is 
animism  of  a  high  grade, —  highly  integrated  and  enlight- 
ened, but,  after  all,  retaining  very  mach  of  that  primitive 
force  and  naivete  which  characterize  the  animistic  expla- 
nations of  phenomena  in  vogue  among  the  untroubled  bar- 

*I>apoiit  de  Nemonn,  CorrespondanoB  avec  J.-B.  Say  (Ed.  Daire,  Pkifti- 
ocraUs,  premiere  partie,  p.  399). 
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barians.  It  is  not  the  disjected  animism  of  the  yolgar, 
who  see  a  wilful  propensity  —  often  a  wilful  perversity — 
in  given  objects  or  situations  to  work  towards  a  given 
outcome,  good  or  bad.  It  is  not  the  gambler's  haphazard 
sense  of  fortuitous  necessity  or  the  housewife's  belief  in 
lucky  days,  numbers  or  phases  of  the  moon.  The  Physio- 
crat's animism  rests  on  a  broader  outlook,  and  does  not 
proceed  by  such  an  immediately  impulsive  imputation  of 
propensity.  The  teleological  element — the  element  of 
propensity  —  is  conceived  in  a  large  way,  unified  and  har- 
monized, as  a  comprehensive  order  of  nature  as  a  whole. 
But  it  vindicates  its  standing  as  a  true  animism  by  never 
becoming  fatalistic  and  never  being  confused  or  con- 
founded with  the  sequence  of  cause  and  effect.  It  has 
reached  the  last  stc^e  of  integration  and  definition,  beyond 
which  the  way  lies  downward  from  the  high,  quasi-spirit- 
ual ground  of  animism  to  the  tamer  levels  of  normality 
and  causal  uniformities. 

There  is  already  discernible  a  tone  of  dispassionate  and 
colorless  ^^  tendency "  about  the  Physiocratic  animism, 
such  as  to  suggest  a  wavering  towards  the  side  of  normal- 
ity. This  is  especially  visible  in  such  writers  as  the  half- 
protestant  Turgot.  In  his  discussion  of  the  development 
of  farming,  for  instance,  Turgot  speaks  almost  entirely  of 
human  motives  and  the  material  conditions  under  which 
the  growth  takes  place.  There  is  little  metaphysics  in  it, 
and  that  little  does  not  express  the  law  of  nature  in  an 
adequate  form.  But,  after  all  has  been  said,  it  remains 
true  that  the  Physiocrat's  sense  of  substantiality  is  not 
satisfied  until  he  reaches  the  animistic  ground;  and  it 
remains  true  also  that  the  arguments  of  their  opponents 
made  little  impression  on  the  Physiocrats  so  long  as  they 
were  directed  to  other  than  this  animistic  ground  of  their 
doctrine.  This  is  true  in  great  measure  even  of  Turgot, 
as  witness  his  controversy  with  Hume.  Whatever  criti- 
cism is  directed  i^ainst  them  on  other  grounds  is  met 
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with  impatience,  aa  being  inconsequential,  if  not  disin- 
genuous.* 

To  an  historian  of  economic  theory  the  source  and  the 
line  of  derivation  whereby  this  precise  form  of  the  order- 
of-nature  preconception  reached  the  Physiocrats  are  of 
first-rate  importance ;  but  it  is  scarcely  a  question  to  be 
taken  up  here, —  in  part  because  it  is  too  large  a  question 
to  be  handled  here,  in  part  because  it  has  met  with  ade- 
quate treatment  at  more  competent  hands,t  and  in  part 
because  it  is  somewhat  beside  the  immediate  point  under 
discussion.  This  point  is  the  logical,  or  perhaps  better  the 
psychological,  value  of  the  Physiocrats'  preconception,  as  a 
factor  in  shaping  their  point  of  view  and  the  terms  of  their 
definitive  formulation  of  economic  knowledge.  For  this 
purpose  it  may  be  sufiBcient  to  point  out  that  the  precon- 
ception in  question  belongs  to  the  generation  in  which  the 
Physiocrats  lived,  and  that  it  is  the  guiding  norm  of  all 
serious  thought  that  found  ready  assimilation  into  the 
commouHsense  views  of  that  time.  It  is  the  characteristic 
and  controlling  feature  of  what  may  be  called  the  com- 
mon-sense metaphysics  of  the  eighteenth  century,  es- 
pecially so  far  as  concerns  the  enlightened  French 
community. 

It  is  to  be  noted  as  a  point  bearing  more  immediately 
on  the  question  in  hand  that  this  imputation  of  final 
causes  to  the  course  of  phenomena  expresses  a  spiritual 
attitude  which  has  prevailed,  one  might  almost  say,  always 
and  everywhere,  but  which  reached  its  finest,  most  effec- 
tive development,  and  found  its  most  finished  expression, 
in  the  eighteenth-century  metaphysics.  It  is  nothing 
recondite ;  for  it  meets  us  at  every  turn,  as  a  matter  of 
course,  in  the  vulgar  thinking  of  to-day, —  in  the  pulpit 
and  in  the  market  place, —  although  it  is  not  so  ingenuous, 

•So, for instanoe,  the  oonflliHiing  ehftpten  of  La  Rivitee's  Ordn  Natunl 
du  SocUtU  PoUHquei. 

t  JF.^.,  H— haoh,  loe.  eit.;  Bonar,  PhUamtphif  and  PoUiical  Eamamif^  Book 
n. ;  BHebie,  Natural  BiffkM. 
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nor  does  it  so  imquestionedly  hold  the  primacy  in  the 
thinking  of  any  class  to-day  as  it  once  did.  It  meets  us 
likewise,  with  but  little  change  of  features,  at  all  past 
stages  of  culture,  late  or  early.  Indeed,  it  is  the  most 
generic  feature  of  human  thinking,  so  far  as  regaida 
a  theoretical  or  speculative  formulation  of  knowledge. 
Accordingly,  it  seems  scarcely  necessary  to  trace  the 
lineage  of  this  characteristic  preconception  of  the  era  of 
enlightenment,  through  specific  channels,  back  to  the 
ancient  philosophers  or  the  jurists  of  the  empire.  Some 
of  the  specific  forms  of  its  expression  —  as,  for  instance, 
the  doctrine  of  Natural  Rights  —  are  no  doubt  traceable 
through  mediffiyal  channels  to  the  teachings  of  the  an- 
cients ;  but  there  is  no  need  of  going  over  the  brook  for 
water,  and  tracing  back  to  specific  teachings  the  main 
features  of  that  habit  of  mind  or  spiritual  attitude  of 
which  the  doctrines  of  Natural  Rights  and  the  Order  of 
Nature  are  specific  elaborations  only.  This  dominant 
habit  of  mind  came  to  the  generation  of  the  Physiocrats 
on  the  broad  ground  of  group  inheritance,  not  by  lineal 
devolution  from  any  one  of  the  great  thinkers  of  past  agea 
who  had  thrown  its  deliverances  into  a  similarly  compe- 
tent form  for  the  use  of  his  own  generation. 

In  leaving  the  Physiocratic  discipline  and  the  immediate 
sphere  of  Physiocratic  infiuence  for  British  ground,  we  are 
met  by  the  figure  of  Hume.  Here,  also,  it  will  be  imprac- 
ticable to  go  into  details  as  to  the  remoter  line  of  deriva- 
tion of  the  specific  point  of  view  that  we  come  upon  on 
making  the  transition,  for  reasons  similar  to  those  abeady 
given  as  excuse  for  passing  over  the  similar  question  with 
regard  to  the  Physiocratic  point  of  view.  Hume  is,  of 
course,  not  primarily  an  economist ;  but  that  placid  unbe- 
liever is  none  the  less  a  large  item  in  any  inventory  of 
eighteenth-century  economic  thought.  Hume  was  not 
gifted  with  a  facile  acceptance  of  the  group  inheritance 
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that  made  the  habit  of  mind  of  his  generation.  Indeed, 
he  was  gifted  with  an  alert,  though  somewhat  histrionic, 
soeptioism  touching  everything  that  was  well  received. 
It  is  his  office  to  prove  all  things,  though  not  necessarily 
to  hold  fjost  that  which  is  good. 

Aside  from  the  strain  of  affectation  discernible  in 
Hume's  scepticism,  he  may  be  taken  as  an  accentuated 
expression  of  that  characteristic  bent  which  distinguishes 
British  thinking  in  his  time  from  the  thinking  of  the  Con- 
tinent, and  more  particularly  of  the  French.  There  is  in 
Hume,  and  in  the  British  community,  an  insistence  on  the 
prosy,  not  to  say  the  seamy,  side  of  human  affairs.  He  is 
not  content  wit)»  formu  ating  his  knowledge  of  things  in 
terms  of  what  ought  to  be  or  in  terms  of  the  objective 
point  of  the  course  of  things.  He  is  not  even  content 
with  adding  to  the  teleological  account  of  phenomena  a 
chain  of  empirical,  narrative  generalizations  as  to  the 
usual  course  of  things.  He  insists,  in  season  and  out  of 
season,  on  an  exhibition  of  the  efficient  causes  engaged  in 
any  sequence  of  phenomena ;  and  he  is  sceptical  —  irrever- 
ently sceptical  —  as  to  the  need  or  the  use  of  any  formu- 
lation of  knowledge  that  outruns  the  reach  of  his  own 
matter-of-fact,  step-by-step  argument  from  cause  to  effect. 

In  short,  he  is  too  modem  to  be  wholly  intelligible  to 
those  of  his  contemporaries  who  are  most  neatly  abreast  of 
their  time.  He  out-Britishes  the  British ;  and,  in  his  foot- 
sore quest  for  a  perfectly  tame  explanation  of  things,  he 
finds  little  comfort,  and  indeed  scant  courtesy,  at  the 
hands  of  his  own  generation.  He  is  not  in  sufficiently 
naive  accord  with  the  range  of  preconceptions  then  in 
vogue. 

But,  while  Hume  may  be  an  accentuated  expression  of 
a  national  characteristic,  he  is  not  therefore  an  untrue 
expression  of  this  phase  of  British  eighteenth  -  century 
thinking.  The  peculiarity  of  point  of  view  and  of  method 
for  which  he  stands  has  sometimes  been  called  the  critical 
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attitude,  sometimeB  the  indactive  method,  sometimes  the 
materialistic  or  mechanical,  and  again,  though  less  aptly, 
the  historical  method.  Its  characteristic  is  an  insistence 
on  matter  of  fact. 

This  matterK)f-fjEtct  animus  that  meets  any  historian  of 
economic  doctrine  on  his  introduction  to  British  eco- 
nomics is  a  large,  but  not  the  largest,  feature  of  the  British 
scheme  of  early  economic  thought.  It  strikes  the  atten- 
tion because  it  stands  in  contrast  with  the  relative 
absence  of  this  feature  in  the  contemporary  speculations 
of  the  Continent.  The  most  potent,  most  formative  habit 
of  thought  concerned  in  the  early  development  of  economic 
teaching  on  British  ground  is  best  seen  in  the  broader 
generalizations  of  Adam  Smith,  and  this  more  potent 
factor  in  Smith  is  a  bent  that  is  substantially  identical 
with  that  which  gives  consistency  to  the  speculations  of 
the  Physiocrats.  In  Adam  Smith  the  two  are  happily 
combined,  not  to  say  blended ;  but  the  animistic  habit  still 
holds  the  primacy,  with  the  matter-of-fact  as  a  subsidiary 
though  powerful  factor.  He  is  said  to  have  combined 
deduction  with  induction.  The  relatively  great  promi- 
nence given  the  latter  marks  the  line  of  divergence  of 
British  from  French  economics,  not  the  line  of  coinci- 
dence ;  and  on  this  account  it  may  not  be  out  of  place  to  - 
look  more  narrowly  into  the  circumstances  to  which  the 
emergence  of  this  relatively  greater  penchant  for  a  matter- 
of-fact  explanation  of  things  in  the  British  community 
is  due. 

To  explain  the  characteristic  animus  for  which  Hume 
stands  on  grounds  that  might  appeal  to  Hume,  we  should 
have  to  inquire  into  the  peculiar  circumstances  —  ulti- 
mately material  circumstances  —  that  have  gone  to  shape 
the  habitual  view  of  things  within  the  British  community, 
and  that  so  have  acted  to  differentiate  the  British  precon- 
ceptions from  the  French,  or  from  the  general  range  of 
preconceptions  prevalent  on  the  Continent    These  pecul- 
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iar  formatiye  ciroumstances  are  no  doubt  to  some  extent 
racial  peculiarities;  but  the  racial  complexion  of  the 
British  community  is  not  widely  diflferent  from  the  French, 
and  especially  not  widely  different  from  certain  other  Con- 
tinental communities  which  are  for  the  present  purpose 
roughly  classed  with  the  French.  Race  difference  can 
therefore  not  wholly,  nor  indeed  for  the  greater  part, 
account  for  the  cultural  difference  of  which  this  difference 
in  preconceptions  is  an  outcome.  Through  its  cumulative 
effect  on  institutions  the  race  difference  must  be  held  to 
have  had  a  considerable  effect  on  the  habit  of  mind  of  the 
community ;  but,  if  the  race  difference  is  in  this  way  taken 
as  the  remoter  ground  of  an  institutional  peculiarity, 
which  in  its  turn  has  shaped  prevalent  habits  of  thought, 
then  the  attention  may  be  directed  to  the  proximate 
causes,  the  concrete  circumstances,  through  which  this 
race  difference  has  acted,  in  conjunction  with  other  ulterior 
circumstances,  to  work  out  the  psychological  phenomena 
observed.  Race  differences,  it  may  be  remarked,  do  not 
so  nearly  coincide  with  national  lines  of  demarcation  as 
differences  in  the  point  of  view  from  which  things  are 
habitually  apprehended  or  differences  in  the  standards 
according  to  which  facts  are  rated. 

If  the  element  of  race  difference  be  not  allowed  defini- 
tive weight  in  discussing  national  peculiarities  that  under- 
lie the  deliverances  of  common  sense,  neither  can  these 
national  peculiarities  be  confidently  traced  to  a  national 
difference  in  the  transmitted  learning  that  enters  into  the 
commouHsense  view  of  things.  So  far  as  concerns  the 
concrete  facts  embodied  in  the  learning  of  the  various 
nations  within  the  European  culture,  these  nations  make 
up  but  a  single  community.  What  divergence  is  visible 
does  not  touch  the  character  of  the  positive  information 
with  which  the  learning  of  the  various  nations  is  occupied. 
Divergence  is  visible  in  the  higher  syntheses,  the  methods 
of  handling  the  material  of  knowledge,  the  basis  of  valuik 
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tion  of  the  facts  taken  np,  rather  than  in  the  material  of 
knowledge.  But  this  divergence  must  be  set  down  to  a 
cultural  difference,  a  difference  of  point  of  view,  not  to 
a  difference  in  inherited  information.  When  a  given 
body  of  information  passes  the  national  frontiers  it  ac- 
quires a  new  complexion,  a  new  national,  cultural  physi- 
ognomy. It  is  this  cultural  physiognomy  of  learning  t^t 
is  here  under  inquiry,  and  a  comparison  of  early  fVench 
economics  (the  Physiocrats)  with  early  British  economics 
(Adam  Smith)  is  here  entered  upon  merely  with  a  view  to 
making  out  what  significance  tliis  cultural  physiognomy 
of  the  science  has  for  the  past  progress  of  economic  specu- 
lation. 

The  broad  features  of  economic  speculation,  as  it  stood 
at  the  period  under  consideration,  may  be  briefly  summed 
up,  disregarding  the  element  of  policy,  or  expediency, 
which  is  common  to  both  groups  of  economists,  and  attend- 
ing to  their  theoretical  work  alone.  With  the  Physio- 
crats, as  with  Adam  Smith,  there  are  two  main  points  of 
view  from  which  economic  phenomena  are  treated :  (a)  the 
matter-of-fact  point  of  view  or  preconception,  which  yields 
a  discussion  of  causal  sequences  and  correlations ;  and  (i) 
what,  for  want  of  a  more  expressive  word,  is  here  called 
the  animistic  point  of  view  or  preconception,  which  yields 
a  discussion  of  teleological  sequences  and  correlations, —  a 
discussion  of  the  function  of  this  and  that  ^^  organ,*'  of  the 
legitimacy  of  this  or  the  other  range  of  facts.  The  former 
preconception  is  allowed  a  larger  scope  in  the  British  than 
in  the  French  economics :  there  is  more  of  *^  induction  "  in 
the  British.  The  latter  preconception  is  present  in  both, 
and  is  the  definitive  element  in  both ;  but  the  animistic 
element  is  more  colorless  in  the  British,  it  is  less  con- 
stantly in  evidence,  and  less  able  to  stand  alone  without 
the  support  of  arguments  from  cause  to  effect.  Still,  the 
animistic  element  is  the  controlling  factor  in  the  higher 
syntheses  of  both ;  and  for  both  alike  it  affords  the  defini- 
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thre  ground  on  which  the  argument  finally  comes  to  rest. 
In  neither  group  of  thinkers  is  the  sense  of  substantiality 
appeased  until  this  quasi-spiritual  ground,  given  by  the 
natural  propensity  of  the  course  of  events,  is  reached. 
But  the  propensity  in  events,  the  natural  or  normal  course 
of  things,  as  appealed  to  by  the  British  speculators,  sug- 
gests less  of  an  imputation  of  will-power,  or  personal  force, 
to  the  propensity  in  question.  It  may  be  added,  as  has 
already  been  said  in  another  place,  that  the  tacit  imputa- 
tion of  will-power  or  spiritual  consistency  to  the  natural 
or  normal  course  of  events  has  progressively  weakened  in 
the  later  course  of  economic  specidation,  so  that  in  this 
respect,  the  British  economists  of  the  eighteenth  century 
may  be  said  to  represent  a  later  phase  of  economic  inquiry 
than  the  Physiocrats. 

Unfortunately,  but  unavoidably,  if  this  question  as  to 
the  cultural  shifting  of  the  point  of  view  in  economic  sci- 
ence is  taken  up  from  the  side  of  the  causes  to  which  the 
shifting  is  traceable,  it  will  take  the  discussion  back  to 
ground  on  which  an  economist  must  at  best  feel  himself 
to  be  but  a  raw  lajrman,  with  all  a  layman's  limitations 
and  ineptitude,  and  with  the  certainty  of  doing  badly 
what  might  be  done  well  by  more  competent  hands.  But, 
with  a  reliance  on  charity  where  charity  is  most  needed,  it 
is  necessary  to  recite  summarily  what  seems  to  be  the  psy- 
chological bearing  of  certain  cultural  facts. 

A  cursory  acquaintance  with  any  of  the  more  archaic 
phases  of  human  culture  enforces  the  recognition  of  this 
fact, —  that  the  habit  of  construing  the  phenomena  of  the 
inanimate  world  in  animistic  terms  prevails  pretty  much 
universally  on  these  lower  levels.  Inanimate  phenomena 
are  apprehended  to  work  out  a  propensity  to  an  end :  the 
movements  of  the  elements  are  construed  in  terms  of  quasi- 
peiBonal  force.  So  much  is  well  authenticated  by  the  ob- 
servations on  which  anthropologists  and  ethnologists  draw 
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for  their  materials.  This  animistic  habit,  it  may  be  said, 
seems  to  be  more  effectual  and  far-reaching  among  those 
primitive  communities  that  lead  a  predatory  life. 

But  along  with  this  feature  of  archaic  methods  of 
thought  or  of  knowledge,  the  picturesqueness  of  which 
has  drawn  the  attention  of  all  observers,  there  goes  a  sec- 
ond feature,  no  less  important  for  the  purpose  in  hand, 
though  less  obtrusive.  The  latter  is  of  less  interest  to 
the  men  who  have  to  do  with  the  theory  of  cultural  de- 
velopment, because  it  is  a  matter  of  course.  This  second 
feature  of  archaic  thought  is  the  habit  of  also  apprehend- 
ing facts  in  non-animistic,  or  impersonal,  terms.  The  im- 
putation of  propensity  in  no  case  extends  to  all  the 
mechanical  facts  in  the  case.  There  is  always  a  sub- 
stratum of  matter  of  fact,  which  is  the  outcome  of  an 
habitual  imputation  of  causal  sequence,  or,  perhaps  bet- 
ter, an  imputation  of  mechanical  continuity,  if  a  new 
term  be  permitted.  The  agent,  thing,  fact,  event,  or 
phenomenon,  to  which  propensity,  will-power,  or  purpose, 
is  imputed,  is  always  apprehended  to  act  in  an  environ- 
ment which  is  accepted  as  spiritually  inert.  There  are 
always  opaque  facts  as  well  as  self-directing  agents.  Any 
agent  acts  through  means  which  lend  themselves  to  his 
use  on  other  grounds  than  that  of  spiritual  compulsion, 
although  spiritual  compulsion  may  be  a  large  feature  in 
any  given  case. 

The  same  features  of  human  thinking,  the  same  two 
complementary  methods  of  correlating  facts  and  handling 
them  for  the  purposes  of  knowledge,  are  similarly  in  con- 
stant evidence  in  the  daily  life  of  men  in  our  own  com- 
munity. The  question  is,  in  great  part,  which  of  the  two 
bears  the  greater  part  in  shaping  hum^n  knowledge  at  any 
given  time  and  within  any  given  range  of  knowledge  or  of 
facts. 

Other  features  of  the  growth  of  knowledge,  which  are 
remoter  from  the  point  under  inquiry,  may  be  of  no  leas 
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consequence  to  a  comprehensive  theory  of  tlie  development 
of  culture  and  of  thought;  but  it  is  of  course  out  of  the 
question  here  to  go  farther  afield.  The  present  inquiry 
will  have  enough  to  do  with  these  two.  No  other  features 
are  correlative  with  these,  and  these  merit  discussion  on 
account  of  their  intimate  bearing  on  the  point  of  view  of 
economics.  The  point  of  interest  with  respect  to  these  two 
correlative  and  complementary  habits  of  thought  is  the 
questiou  of  how  they  have  fared  under  the  changing  exi- 
gencies of  human  culture;  in  what  manner  they  come, 
under  given  cultural  circumstances,  to  share  the  field  of 
knowledge  between  them;  what  is  the  relative  part  of 
each  in  the  composite  point  of  view  in  which  the  two- 
habits  of  thought  express  themselves  at  any  given  cultural 
stage. 

The  animistic  preconception  enforces  the  apprehen- 
sion of  phenomena  in  terms  generically  identical  with  the 
terms  of  personality  or  individuality.  As  a  certain  mod- 
em group  of  psychologists  would  say,  it  imputes  to  objects 
and  sequences  an  element  of  habit  and  attention  similar 
in  kind,  though  not  necessarily  in  degree,  to  the  like  spirit- 
ual attitude  present  in  the  activities  of  a  personal  agent. 
The  matter-of-fact  preconception,  on  the  other  hand,  en- 
forces a  handling  of  facts  without  imputation  of  personal 
force  or  attention,  but  with  an  imputation  of  mechanical 
continuity,  substantially  the  preconception  which  has 
reached  a  formulation  at  the  hands  of  scientists  under 
the  name  of  conservation  of  energy  or  persistence  of 
quantity.  Some  appreciable  resort  to  the  latter  method 
of  knowledge  is  unavoidable  at  any  cultural  stage,  for  it  ia 
indispensable  to  all  industrial  efficiency.  All  technologi- 
cal processes  and  all  mechanical  contriyances  rest,  psycho- 
logically speaking,  on  this  ground.  This  habit  of  thought 
is  a  selectively  necessary  consequence  of  industrial  life, 
and,  indeed,  of  all  human  experience  in  making  use  of  the 
material  means  of  life.    It  should  therefore  follow  that,  in 
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a  general  way,  the  higher  the  culture,  the  greater  the  share 
of  the  mechanical  preconception  iu  shaping  human  thought 
and  knowledge,  since,  iu  a  general  way,  the  stage  of  cult- 
ure attained  depends  on  the  efficiency  of  industry.  The 
rule,  while  it  does  not  hold  with  anything  like  extreme 
generality,  must  be  admitted  to  hold  to  a  good  extent ;  and 
to  that  extent  it  should  hold  also  that,  by  a  selective 
adaptation  of  men's  habits  of  thought  to  the  exigencies  of 
those  cultural  phases  thatf  have  actually  supervened,  the 
mechanical  method  of  knowledge  should  have  gained  in 
scope  and  range.  Something  of  the  sort  is  borne  out  by 
observation. 

A  further  consideration  enforces  the  like  view.  As  the 
community  increases  in  size,  the  range  of  observation  of 
the  individuals  in  the  community  also  increases ;  and  con- 
tinually wider  and  more  far-reaching  sequences  of  a 
mechanical  kind  have  to  be  taken  account  of.  Men  have 
to  adapt  their  own  motives  to  industrial  processes  that 
are  not  safely  to  be  construed  in  terms  of  propensity, 
predilection,  or  passion.  Life  in  an  advanced  industrial 
community  does  not  tolerate  a  neglect  of  mechanical  fact ; 
for  the  mechanical  sequences  through  which  men,  at  an 
appreciable  degree  of  culture,  work  out  their  livelihood, 
are  no  respecters  of  persons  or  of  will-power.  Still,  on  all 
but  the  higher  industrial  stages,  the  coercive  discipline  of 
industrial  life,  and  of  the  scheme  of  life  that  inculcates 
regard  for  the  mechanical  facts  of  industry,  is  greatly 
mitigated  by  the  largely  haphazard  chaiucter  of  industry, 
and  by  the  great  extent  to  which  man  continues  to  be  the 
prime  mover  in  industry.  So  long  as  industrial  efficiency 
is  chiefly  a  matter  of  the  handicraftsman's  skill,  dexterity, 
and  diligence,  the  attention  of  men  in  looking  to  the  in- 
dustrial process  is  met  by  the  figure  of  the  workman,  as 
the  chief  and  characteristic  factor;  and  thereby  it  comes 
to  run  on  the  personal  element  in  industry. 

But,  with  or  without  mitigation,  the   scheme  of  life 
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which  men  perforce  adopt  under  the  exigencies  of  an 
advanced  industrial  situation  shapes  their  habits  of 
thought  on  the  side  of  their  behavior,  and  thereby  shapes 
their  habits  of  thought  to  some  extent  for  all  purposes. 
Each  individual  is  but  a  single  complex  of  habits  of 
thought,  and  the  same  psychical  mechanism  that  ex- 
presses itself  in  one  direction  as  conduct  expresses 
itself  in  another  direction  as  knowledge.  The  habits  of 
thought  formed  in  the  one  connection,  in  response  to 
stimuli  that  call  for  a  response  in  terms  of  conduct,  must, 
therefore,  have  their  effect  when  the  same  individual 
comes  to  respond  to  stimuli  that  call  for  a  response  in 
terms  of  knowledge.  The  scheme  of  thought  or  of 
knowledge  is  in  good  part  a  reverberation  of  the  scheme 
of  life.  So  that,  after  all  has  been  said,  it  remains  true 
that  with  the  growth  of  industrial  organization  and  effi- 
ciency there  must,  by  selection  and  by  adaptation,  super- 
vene a  greater  resort  to  the  mechanical  or  dispassionate 
method  of  apprehending  facts. 

But  the  industrial  side  of  life  is  not  the  whole  of  it,  nor 
does  the  scheme  of  life  in  vogue  in  any  community  or 
at  any  cultural  stage  comprise  industrial  conduct  alone. 
The  social,  civic,  military,  and  religious  interests  come  in 
for  their  share  of  attention,  and  between  them  they  com- 
monly take  up  by  far  the  larger  share  of  it.  Especially  is 
this  true  so  far  as  concerns  those  classes  among  whom  we 
commonly  look  for  a  cultivation  of  knowledge  for  knowl- 
edge's sake.  The  discipline  which  these  several  interests 
exert  does  not  commonly  coincide  with  the  training  given 
by  industry.^  So  the  religious  interest,  with  its  canons  of 
truth  and  of  right  living,  runs  exclusively  on  personal 
relations  and  the  adaptation,^;);  of  conduct  to  the  predi- 
lections of  a  superior  personal  agent.  The  weight  of  its 
discipline,  therefore,  falls  wholly  on  the  animistic  side. 
It  acts  to  heighten  our  appreciation  of  the  spiritual  bear- 
ing of  phenomena  and  to  discountenance  a  matter-of-fact 
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apprehension  of  things.  The  sceptic  of  the  type  of  Hame 
has  never  been  in  good  repute  with  those  who  stand 
closest  to  the  accepted  religious  truths.  The  bearing  of 
this  side  of  our  culture  upon  the  development  of  eco- 
nomics is  shown  by  what  the  medieval  scholars  had  to 
say  on  economic  topics. 

The  disciplinary  effects  of  other  phases  of  life,  outside 
of  the  industrial  and  the  religious,  is  not  so  simple  a 
matter ;  but  the  discussion  here  approaches  nearer  to  the 
point  of  immediate  inquiry, —  namely,  the  cultural  situa- 
tion in  the  eighteenth  century,  and  its  relation  to  eco- 
nomic speculation, —  and  this  ground  of  interest  in  the 
question  may  help  to  relieve  the  topic  of  the  tedium  that 
of  right  belongs  to  it. 

In  the  remoter  past  of  which  we  have  records,  and  even 
in  the  more  recent  past.  Occidental  man,  as  well  as  man 
elsewhere,  has  eminently  been  a  respecter  of  persons. 
Wherever  the  warlike  activity  has  been  a  large  feature 
of  the  community's  life,  much  of  human  conduct  in  society 
has  proceeded  on  a  regard  for  personal  force.  The  scheme 
of  life  has  been  a  scheme  of  personal  aggression  and  sub- 
servience, partly  in  the  naive  form,  partly  conventional- 
ized in  a  system  of  status.  The  discipline  of  social  life 
for  the  present  purpose,  in  so  far  as  its  canons  of  conduct 
rest  on  this  element  of  personal  force  in  the  unconvention- 
alized  form,  plainly  tends  to  the  formation  of  a  habit  of 
apprehending  and  co-ordinating  facts  from  the  animistic 
point  of  view.  So  far  as  we  have  to  do  with  life  under  a 
system  of  status,  the  like  remains  true,  but  with  a  differ- 
ence. The  regime  of  status  inculcates  an  unremitting  and 
very  nice  discrimination  and  observance  of  distinctions  of 
personal  superiority  and  inferiority.  To  the  criterion  of 
personal  force,  or  will-power,  taken  in  its  immediate  bear- 
ing on  conduct,  is  added  the  criterion  of  personal  excel- 
lence-in-general, regardless  of  the  first-hand  potency  of  the 
given  person  as  an  agent.     This  criterion  of  conduct  re- 
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quires  a  constant  and  painstaking  imputation  of  personal 
value,  regardless  of  fact.  The  discrimination  enjoined  by 
the  canons  of  status  proceeds  on  an  invidious  comparison 
of  persons  in  respect  of  worth,  value,  potency,  virtue, 
which  must,  for  the  present  purpose,  be  taken  as  putative. 
The  greater  or  less  personal  value  assigned  a  given  indi- 
vidual or  a  given  class  under  the  canons  of  status  is  not 
assigned  on  the  ground  of  visible  efficiency,  but  on  the 
ground  of  a  dogmatic  allegation  accepted  on  the  strength 
of  an  uncontradicted  categorical  affirmation  simply.  The 
canons  of  status  hold  their  ground  by  force  of  pre-emp- 
tion. Where  distinctions  of  status  are  based  on  a  putative 
worth  transmitted  by  descent  from  honorable  antecedents, 
the  sequence  of  transmission  to  which  appeal  is  taken  as 
the  arbiter  of  honor  is  of  a  putative  and  animistic  char- 
acter rather  than  a  visible  mechanical  continuity.  The 
habit  of  accepting  as  final  what  is  prescriptively  right  in 
the^afifairs  of  life  has  as  its  reflex  in  the  affairs  of  knowl- 
edge the  formula,  Quid  ah  omnibus^  quid  vbique  creditur 
credendum  esL 

Even  this  meagre  account  of  the  scheme  of  life  that 
characterizes  a  regime  of  status  should  serve  to  indicate 
what  is  its  disciplinary  effect  in  shaping  habits  of  thought, 
and  therefore  in  shaping  the  habitual  criteria  of  knowl- 
edge and  of  reality.  A  culture  whose  institutions  are  a 
framework  of  invidious  comparisons  implies,  or  rather  in- 
volves and  comprises,  a  scheme  of  knowledge  whose  defini- 
tive standards  of  truth  and  substantiality  are  of  an 
animistic  character ;  and,  the  more  undividedly  the  canons 
of  status  and  ceremonial  honor  govern  the  ^conduct  of 
the  community,  the  greater  the  facility  with  which  the 
sequence  of  cause  and  effect  is  made  to  yield  before  the 
higher  claims  of  a  spiritual  sequence  or  guidance  in 
the  course  of  events.  Men  consistently  trained  to  an 
unremitting  discrimination  of  honor,  worth,  and  personal 
force  in  their  daily  conduct,  and  to  whom  these  criteria 
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afford  the  definitive  ground  of  sufficiency  in  co-ordinating 
facts  for  the  purposes  of  life,  will  not  be  satisfied  to  fall 
short  of  the  like  definitive  ground  of  sufficiency  when 
they  come  to  co-ordinate  facts  for  the  purposes  of  knowl- 
edge simply.  The  habits  formed  in  unfolding  his  activity 
in  one  direction,  under  the  impulse  of  a  given  interest, 
assert  themselves  when  the  individual  comes  to  unfold  his 
activity  in  any  other  direction,  under  the  impulse  of  any 
other  interest.  If  his  last  resort  and  highest  criterion  of 
truth  in  conduct  is  afforded  by  the  element  of  personal 
force  and  invidious  comparison,  his  sense  of  substantialify 
or  truth  in  the  quest  of  knowledge  will  be  satisfied  only 
when  a  like  definitive  ground  of  animistic  force  and  invidi- 
ous comparison  is  reached.  But  when  such  ground  is 
reached  he  rests  content  and  pushes  the  inquiry  no  farther. 
In  his  practical  life  he  has  acquired  the  habit  of  resting 
his  case  on  an  authentic  deliverance  as  to  what  is  abso- 
lutely right.  This  absolutely  right  and  good  final  term  in 
conduct  has  the  character  of  finality  only  when  conduct  is 
construed  in  a  ceremonial  sense ;  that  is  to  say,  only  when 
life  is  conceived  as  a  scheme  of  conformity  to  a  purpose 
outside  and  beyond  the  process  of  living.  Under  the 
regime  of  status  this  ceremonial  finality  is  found  in  the 
concept  of  worth  or  honor.  In  the  religious  domain  it  is 
the  concept  of  virtue,  sanctify,  or  tabu.  Merit  lies  in  what 
one  is,  not  in  what  one  does.  The  habit  of  appeal  to  cere- 
monial finality,  formed  in  the  school  of  status,  goes  with 
the  individual  in  his  quest  of  knowledge,  as  a  dependence 
upon  a  similarly  authentic  norm  of  absolute  truth, —  a 
similar  seeking  of  a  final  term  outside  and  beyond  the 
range  of  knowledge. 

The  discipline  of  social  and  civic  life  under  a  regime  of 
status,  then,  re-enforces  the  discipline  of  the  religious  life ; 
and  the  outcome  of  the  resulting  habituation  is  that  the 
canons  of  knowledge  are  cast  in  the  animistic  mould  and 
converge  to  a  ground  of  absolute  truth,  and  this  absolute 
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truth  is  of  a  ceremonial  nature.  Its  subject-matter  is  a 
reality  regardless  of  fact. 

The  outcome,  for  science,  of  the  religious  and  social  life 
of  the  civilization  of  status,  in  Occidental  culture,  was  a 
structure  of  quasi-spiritual  appreciations  and  explanations, 
of  which  astrology,  alchemy,  and  mediaeval  theology  and 
metaphysics  are  competent,  though  somewhat  one-sided, 
exponents.  Throughout  the  range  of  this  early  learning 
the  ground  of  correlation  of  phenomena  is  in  part  the 
supposed  relative  potency  of  the  facts  correlated ;  but  it  is 
also  in  part  a  scheme  of  status,  in  which  facts  are  scheduled 
according  to  a  hierarchical  gradation  of  worth  or  merit, 
having  only  a  ceremonial  relation  to  the  observed  phe- 
nomena. Some  elements  (some  metals,  for  instance)  are 
noble,  others  base;  some  planets,  on  grounds  of  cere- 
monial efficacy,  have  a  sinister  influence,  others  a  benefi- 
cent one;  and  it  is  a  matter  of  serious  consequence 
whether  they  are  in  the  ascendant,  and  so  on. 

The  body  of  learning  through  which  the  discipline  of 
animism  and  invidious  comparison  transmitted  its  effects 
to  the  science  of  economics  was  what  is  known  as  natural 
theology,  natural  rights,  moral  philosophy,  and  natural  law. 
These  several  disciplines  or  bodies  of  knowledge  had  wan- 
dered far  from  the  naive  animistic  standpoint  at  the  time 
when  economic  science  emerged,  and  much  the  same  is 
true  as  regards  the  time  of  the  emergence  of  other  modem 
sciences.  But  the  discipline  which  makes  for  an  animistic 
formulation  of  knowledge  continued  to  hold  the  primacy 
in  modem  culture,  although  its  dominion  was  never  al- 
together undivided  or  unmitigated.  Occidental  culture 
has  long  been  largely  an  industrial  culture ;  and,  as  already 
pointed  out,  the  discipline  of  industry,  and  of  life  in  an 
industrial  community,  does  not  favor  the  animistic  precon- 
ception. This  is  especially  true  as  regards  industry  which 
makes  large  use  of  mechanical  contrivances.  The  dilFer- 
ence  in  these  respects  between  Occidental  industry  and 
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science,  on  the  one  hand,  and  the  industry  and  science  of 
other  cultural  regions,  on  the  other  hand,  is  worth  noting 
in  this  connection.  The  result  has  been  that  the  sciences, 
as  that  word  is  understood  in  later  usage,  have  come  for- 
ward gradually,  and  in  a  certam  rough  parallelism  with 
the  development  of  industrial  processes  and  industrial 
organization.  It  is  possible  to  hold  that  both  modern  in- 
dustry (of  the  mechanical  sort)  and  modern  science  centre 
about  the  region  of  the  North  Sea.  It  is  still  more  pal- 
pably true  that  within  this  general  area  the  sciences,  in 
the  recent  past,  show  a  family  likeness  to  the  civil  and 
social  institutions  of  the  communities  in  which  they  have 
been  cultivated,  this  being  true  to  the  greatest  extent  of 
the  higher  or  speculative  sciences ;  that  is,  in  that  range 
of  knowledge  in  which  the  animistic  preconception  can 
chiefly  and  most  effectively  find  application.  There  is, 
for  instance,  in  the  eighteenth  century  a  perceptible 
parallelism  between  the  divergent  character  of  British  and 
Continental  culture  and  institutions,  on  the  one  hand, 
and  the  dissimilar  aims  of  British  and  Continental  specula- 
tion, on  the  other  hand. 

Something  has  already  been  said  of  the  difference  in 
preconceptions  between  the  French  and  the  British  econo- 
mists of  the  eighteenth  century.  It  remains  to  point  out 
the  correlative  cultural  difference  between  the  two  com- 
munities, to  which  it  is  conceived  that  the  difference  in 
scientific  animus  is  in  great  measure  due.  It  is,  of  coarse, 
only  the  general  features,  the  general  attitude  of  the 
speculators,  that  can  be  credited  to  the  difference  in  cult- 
ure. Differences  of  detail  in  the  specific  doctrines  held 
could  be  explained  only  on  a  much  more  detailed  analysis 
than  can  be  entered  on  here,  and  after  taking  account  of 
facts  which  cannot  here  be  even  allowed  for  in  detail. 

Aside  from  the  greater  resort  to  mechanical  contrivances 
and  the  larger  scale  of  organization  in  British  industry, 
the  further  cultural  peculiarities  of  the  British  community 
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ran  in  the  same  general  direction.  British  religious  life 
and  beliefs  had  less  of  the  element  of  fealty  — personal  or 
discretionary  mastery  and  subservience  —  and  more  of  a 
tone  of  fatalism.  The  civil  institutions  of  the  British  had 
not  the  same  rich  personal  content  as  those  of  the  French. 
The  British  subject  owned  allegiance  to  an  impersonal  law 
rather  than  to  the  person  of  a  superior.  Relatively,  it 
may  be  said  that  the  sense  of  status,  as  a  coercive  factor, 
was  in  abeyance  in  the  British  community.  Even  in  the 
warlike  enterprise  of  the  British  community  a  similar 
characteristic  is  traceable.  Warfare  is,  of  course,  a  matter 
of  personal  assertion.  Warlike  communities  and  classes 
are  necessarily  given  to  construing  facts  in  terms  of  per- 
sonal force  and  personal  ends.  They  are  always  super- 
stitious. They  are  great  sticklers  for  rank  and  precedent, 
and  zealously  cultivate  those  distinctions  and  ceremonial 
observances  in  which  a  system  of  status  expresses  itself. 
But,  while  warlike  enterprise  has  by  no  means  been  absent 
from  the  British  scheme  of  life,  the  geographical  and 
strategic  isolation  of  the  British  community  has  given  a 
characteristic  turn  to  their  military  relations.  In  recent 
times  British  warlike  operations  have  been  conducted 
abroad.  The  military  class  has  consequently  in  great 
measure  been  segregated  out  from  the  body  of  the  com- 
munity, and  the  ideals  and  prejudices  of  the  class  have  not 
been  transfused  through  the  general  body  with  the  same 
facility  and  effect  that  they  might  otherwise  have  had. 
The  British  community  at  home  has  seen  the  campaign 
in  great  part  from  the  standpoint  of  the  ^^  sinews  of  war." 
The  outcome  of  all  these  national  peculiarities  of  cir- 
cumstance and  culture  has  been  that  a  different  scheme  of 
life  has  been  current  in  the  British  community  from  what 
has  prevailed  on  the  Continent.  There  has  resulted  the 
formation  of  a  different  body  of  habits  of  thought  and  a 
different  animus  in  their  handling  of  facts.  The  precon- 
ception of  causal  sequence  has  been  allowed  larger  scope 
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in  the  correlatioii  of  facts  for  purposes  of  knowledge ;  and, 
where  the  animistic  preconception  has  been  resorted  to,  as 
it  always  has  in  the  profounder  reaches  of  learning,  it  has 
commonly  been  an  animism  of  a  tamer  kind. 

Taking  Adam  Smith  as  an  exponent  of  this  British  atti- 
tude in  theoretical  knowledge,  it  is  to  be  noted  that,  while 
he  formulates  his  knowledge  in  terms  of  a  propensity 
(natural  laws)  working  teleologically  to  an  end,  the  end 
or  objective  point  which  controls  the  formulation  has  not 
the  same  rich  content  of  vital  human  interest  or  advan- 
tage as  is  met  with  in  the  Physiocratic  speculations. 
There  is  perceptibly  less  of  an  imperious  tone  in  Adam 
Smith's  natural  laws  than  in  those  of  the  contemporary 
French  eeonomists.  It  is  true,  he  sums  up  the  institutions 
with  which  he  deals  in  terms  of  the  ends  which  they 
should  subserve,  rather  than  in  terms  of  the  exigencies 
and  habits  of  life  out  of  which  they  have  arisen ;  but  he 
does  not  with  the  same  tone  of  finality  appeal  to  the  end 
subserved  as  a  final  cause  through  whose  coercive  guid- 
ance the  complex  of  phenomena  is  kept  to  its  appointed 
task.  Under  his  hands  the  restraining,  compelling  agency 
retires  farther  into  the  background,  and  appeal  is  taken 
to  it  neither  so  directly  nor  on  so  slight  provocation. 

But  Adam  Smith  is  too  large  a  figure  to  be  disposed  of 
in  a  couple  of  concluding  paragraphs.  At  the  same  time 
his  work  and  the  bent  which  he  gave  to  economic  specula- 
tion are  so  intimately  bound  up  with  the  aims  and  bias 
that  characterize  economics  in  its  next  stage  of  develop- 
ment that  he  is  best  dealt  with  as  the  point  of  departure 
for  the  Classical  School  rather  than  merely  as  a  British 
counterpart  of  Physiocracy.  Adam  Smith  will  accordingly 
be  considered  in  immediate  connection  with  the  bias  of  the 
classical  school  and  the  incursion  of  utilitarianism  into 
economics. 

ThOBBTBIK  VSBIiSN. 
Ths  University  of  Chicago. 
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TRADE  UNIONISM. 

By  general  consent,  England  is  conceded  to  be  the 
country  which,  at  present,  has  most  to  teach  the  world 
in  regard  to  the  new  democratic  developments  in  indus- 
trial self-control.  Here  the  growth  of  labor  organizations 
has  been  most  serious,  consecutive,  and  persistent.  Here 
the  workmen's  associated  demand  for  participation  and 
recognition  in  the  conduct  of  industrial  business  has  re- 
ceived most  cordial  and  discriminating  support  from  pub- 
lic opinion  and  legislative  enactment.  Here  the  volun- 
tary associations  of  workers  have  shown  more  genuine 
capacity  for  business-like  conduct  of  their  own  affairs  and 
for  intelligent  recognition  of  those  social  duties  and  obli- 
gations which  are  the  forgotten  complement  of  the  rights 
and  privileges  of  voluntary  organization.  Doubtless  it  is 
this  circumstance  which  has  made  English  workmen  and 
their  industrial  condition  the  subject  of  such  innumerable 
investigations  and  dissertations  by  distinguished  and  un- 
distinguished authors,  native  and  foreign,  representing 
every  degree  of  intelligence  and  capacity  and  every  phase 
of  prejudice  and  opinion.  Of  the  making  of  books  on 
the  subject  of  English  Trade  Unions  and  the  allied  prob- 
lems of  modern  industry  there  is  indeed  no  end.  And  at 
a  time  when  the  deeper  current  of  thought  is  more  than 
ever  hidden  by  the  froth  and  foam  of  speculation  and  agi- 
tation, when  the  true  trend  of  events  is  concealed  rather 
than  revealed  by  the  vast  detritus  of  aimless  investigation 
and  compilation,  public  and  private,  official  and  non- 
official,  a  clear  and  comprehensive  retrospective  and  con- 
structive analysis  is  supremely  welcome.  Such  an  histor- 
ical and  critical  survey  of  English  Trade  Unionism  and 
allied  phases  of  industrial  organization  the  student  now 
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has  before  him  in  a  clearly  related  series  of  formidable 
volumes  from  Sidney  and  Beatrice  Webb.  The  first  vol- 
ume, devoted  to  the  narrative  History  of  Trade  Unioninn 
in  England^  appeared  in  1894,  and  is  already  familiar. 
Two  volumes  on  Industrial  Democracy^  devoted  to  a  criti- 
cal and  constructive  examination  of  trade  union  struct- 
ure, function,  and  theory,  bear  the  date  1898.  A  residual 
volume  of  fragmentary  essays,  entitled  the  Problems  of 
Modem  Indtistry^  not  included  in  the  series  proper, 
affords  a  concise  statement  of  some  of  the  propagandist 
prepossessions  which  affect  the  authors^  general  point  of 
view.  Taken  together,  the  three  main  volumes  consti- 
tute an  ambitious  sociological  treatise  on  the  history  and 
philosophy  of  the  English  trade  union  movement. 

Happily,  this  most  recent  contribution  to  the  well-worn 
theme  has  other  claims  upon  the  student's  attention  than 
that  of  novelty  and  size.  It  is  the  fruit  of  exceptional 
capacity,  excellent  opportunity,  great  industry,  enlight- 
ened sympathy,  and  propagandist  zeal,  joined  to  undoubted 
reverence  for  scientific  method  and  a  high  degree  of 
scholarly  attainment.  No  one  who  has  followed  these 
voluminous  studies  has  for  a  moment  doubted  the  origi- 
nality or  the  significance  of  the  work.  In  point  of  mere 
quantity  it  is  no  mean  achievement,  though  in  this  re- 
spect the  treatises  merit  the  equivocal  approbation  con- 
veyed in  the  phrase,  ^'  a  mine  of  information,"  especially  in 
view  of  the  rich  mass  of  historical  "  pay  dirt "  from  which 
the  ore  is  slowly  and  patiently  washed  before  the  reader's 
very  eyes.  And,  interesting  as  this  process  of  semi-contro- 
versial placei^mining  is,  even  the  appreciative  reader  often 
wishes  he  could  have  the  scattered  grains  of  truth  assayed 
and  melted  down  and  stored  in  smaller  volume,  or  coined 
in  some  convenient  form  for  current  use. 

The  general  plan  of  the  work  is  easy  to  outline,  but 
difficult  to  keep  in  view  through  all  the  wealth  of  sub- 
division and  detail.    According  to  the  biological  formula 
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of  the  authors,  the  earlier  volume  on  the  HUtory  of 
Trade  Unionism  is  to  be  regarded  simply  as  the  natural 
history  of  the  subject, —  a  picture  of  "  the  outward  form 
and  habit  of  the  creature "  manifest  in  its  political  and 
industrial  characteristics,  past  and  present ;  while  Indu9' 
trial  Democracy  is  a  three-part  analysis  of  internal  char- 
acteristics, following  the  grand  divisions  of  Trade  Union 
Structure,  Trade  Union  Function,  and  Trade  Union 
Theory. 

The  conception  of  vital  and  organic  unity  implied  in 
this  biological  classification  of  the  phenomena  discussed 
is  no  mere  accident  of  phrase.  On  the  contrary,  it  is  only 
one  aspect  of  a  fundamental  scientific  faith  in  the  essential 
unity  and  the  mutual  relevance  of  political,  industrial, 
and  social  phenomena.  For  it  is  the  distinctive  feature 
of  the  threefold  analysis  in  Industrial  Democracy  that  it 
aims  to  furnish  not  only  what  we  have  styled  a  philosophy 
of  Trade  Unionism,  but  incidentally  a  philosophy  of  social 
and  industrial  organization  as  well.  This  is  the  dominant 
characteristic  of  the  treatise.  It  is  this  which  differen- 
tiates it  from  conventional  studies,  and  gives  it  peculiar 
interest  as  an  application  of  broad  sociological  methods 
to  the  examination  of  seemingly  isolated  phenomena. 
Earlier  writers  have  been  content  to  describe  Trade 
Unionism  simply  as  a  phase  of  industrial  organization. 
Here  it  is  treated  as  a  permanent  and  integral  phase  of 
social  evolution,  rich  in  lessons  for  the  student  of  polit- 
ical institutions,  of  economic  theory,  and  of  social  ideals. 

The  fundamental  theses  of  the  new  sociological  phi- 
losophy of  Trade  Unionism,  which  clearly  reveal  this 
scientific  faith,  are  essentially  threefold,  and  may  be 
roughly  summarized  in  three  groups,  corresponding  to  the 
three  main  divisions  of  the  treatise, —  Structure,  Function, 
and  Theory.  First,  it  is  urged  that  Trade  Unionism  is 
a  typical  and  spontaneous  manifestation  of  the  methods 
and  results  of  pure  democracy, —  a  crucial  experiment  in 
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self-government ;  a  microcosm  reproducing  the  experience 
of  political  democracy  in  the  past  and  prophetic  of  the 
phases  through  which  political  democracies  will  pass  in 
time  to  come.  Second,  that  the  essence  of  Trade  Unionism 
is  a  concerted  effort  to  substitute  the  true  compulsory  free- 
dom of  "  collective  bargaining  "  for  the  illusory  liberty  of 
individual  contract  and  competitive  inequality,  which  ^^  in- 
variably tends,  for  the  mass  of  workers,  towards  the 
worst  possible  conditions  of  labor  —  ultimately,  indeed,  to 
the  barest  subsistence  level '' ;  that  it  is  a  united  effort  to 
lift  from  the  isolated  workman  the  crushing  and  degrading 
weight  of  that  long  "chain  of  bargainings'*  inevitably 
forged  by  "the  anarchic  irresponsibility  of  the  private 
customer"  and  the  competitive  "system  of  natural  lib- 
erty " ;  that  it  is  a  legitimate  insistence  on  the  right  of 
the  wage-earner  to  a  progressive  participation  in  the  fruits 
of  industrial  civilization,  and  an  indispensable  protection 
to  his  standard  of  life.  Third,  that  Trade  Unionism  is  a 
permanent,  and  not  a  transitory,  feature  of  democratic 
society,  destined  to  endure  under  any  possible  form  of 
industrial  organization  consistent  with  a  democratic  state ; 
that  it  rests  not  merely  upon  a  sound  basis  of  economic 
theory,  but  is  inherent  in  human  nature ;  that  it  is,  there- 
fore, not  an  artificial  contrivance,  but  a  natural  and  in- 
stinctive manifestation  of  industrial  psychology,  and  in 
its  contemporary  aspects  simply  a  conscious  evolution  of 
what  was  first  unconsciously  involved. 

The  bare  statement  of  these  views  is  sufficient  answer 
to  the  preliminary  objection  that  the  ambitious  title  In- 
dustrial Democracy  has  no  more  applicability  to  an  analy- 
sis of  trade  union  practices,  principles,  and  implications 
than  it  would  have  to  a  similar  study  of  the  co-operative 
movement  or  of  Friendly  Societies.  Doubtless  the  splendid 
achievements  of  the  English  co-operators  admirably  ex- 
emplify democratic  self-control  in  industrial  affairs,  and 
it  is  no  less  certain  that  the  elaborate  self-help  organiza- 
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tion  of  English  Friendly  Societies  clearly  illustrates  the 
general  principles  of  democratic  administration.  But  he 
would  be  a  bold  champion  who  should  claim  for  these 
movements  that  enduring  combination  of  political,  indus- 
trial, and  psychological  significance  ascribed  to  Trade 
Unionism ;  not  to  mention  the  added  defect  that  they  are 
probably  less  typical  than  Trade  Unions  are  of  that  al- 
leged democracy  of  the  future,  which  is  here  regarded  as 
democracy  par  excellence,  the  democracy  of  the  hired 
man. 

Moreover,  with  these  general  theses  (and  hypotheses) 
in  mind,  the  arrangement  and  sequence  of  the  treatise 
more  readily  explains  itself.  The  analysis  of  Trade  Union 
Structure,  in  Part  I.,  indicates  with  comparative  brevity 
the  kind  of  electoral  machinery  which  trade  unions  have 
gradually  developed  in  their  efforts  to  cope  with  the  uni* 
vei'sal  democratic  problem  of  combining  administrative 
eflSciency  and  popular  control, —  the  successive  phases 
through  which  these  typical  industrial  democracies  have 
passed,  and  the  lessons  which  their  isolated  experiments 
bequeath  to  political  democracy  and  society  at  large. 
The  discussion  of  Trade  Union  Function,  in  Part  II.,  is  an 
exhaustive,  four-hundred-and-fifty-page  account  of  what 
Trade  Unionism  really  is  in  practice,  of  the  ends  it  has 
in  view  and  the  means  adopted  to  attain  these  ends,  of 
the  assumptions  upon  which  it  proceeds  and  the  gen- 
eral principles  involved  in  its  rules  and  regulations. 
Finally,  the  discussion  of  Trade  Union  Theory,  in  Part 
III.,  is  a  critical  examination  of  the  theoretical  wisdom 
and  practical  expediency  of  all  these  phases  of  trade 
union  i>olicy, —  vindicating  Trade  Unionism  against  the 
criticisms  of  ^'  obsessed  *'  orthodox  economists,  planting  it 
on  the  firm  foundation  of  sound  theory,  practical  expe- 
rience, and  human  nature,  and  concluding  with  an  apoca- 
lyptic vision  of  the  democratic  future,  when  compulsory 
trade  unionship  and  compulsory  citizenship  shall  be  co> 
extensive  with  the  Collectivist  State. 
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Tom  now  to  the  lessons  which  this  searching  inyestiga- 
tion  of  Trade  Union  Structure  reveals  to  the  student  of 
democracy.  Those  who  are  simply  concerned  with  the 
practical  value  and  efficiency  of  trade  unions  are  warned 
that  this  part  of  the  book  has  little  interest  for  them.  On 
the  other  hand,  the  student  of  democracy  is  assured  that 
the  literature  of  cash  accounts,  monthly  and  yearly  re- 
ports, pamphlets,  and  trade  documents,  ^poured  out  to 
the  extent  of  hundreds  of  volumes  annually  —  is  of  fasci- 
nating interest,"  because  ^^it  lays  bare,  more  completely 
than  any  records  known  to  us,  the  real  nature  and  action 
of  democratic  organization  in  the  Anglo-Saxon  race/' 
Those  who  view  with  apprehension  the  participation  of 
manual  working  wage-earners  in  modem  politics  can  here 
reassure  themselves  by  a  study  of  thousands  of  typical 
and  untrammelled  working  class  democracies,  illustrating 
the  manner  in  which  the  workingman  copes  with  the 
problem  of  combining  administrative  efficiency  with  pop- 
ular control.  And,  obviously,  if  we  assume  ^^that  the 
manual  workers,  who  number  four-fifths  of  the  population, 
will  gradually  become  the  dominant  influences  in  the 
electorate,  ^nd  will  contribute  an  important  and  increas- 
ing section  of  the  representatives,  the  governing  assem- 
blies of  the  Coal-miners  or  Cotton  Operatives  to-day  may 
be  to  a  large  extent  prophetic  of  the  future  legislative 
assembly  in  any  English-speaking  community." 

Granting  for  the  moment  the  validity  of  thus  reasoning 
from  the  conduct  of  a  voluntary  trade  organization  to  the 
conduct  of  a  nation,  what  light  has  this  investigation 
thrown  on  the  political  instincts  of  that  small  and  select 
minority  of  English  workingmen  who  have  constituted 
the  trade  union  movement?  What  prophetic  forecast 
does  the  workingman's  ^^  industrial  statesmanship  "  give 
of  the  future  of  a  workingman^s  political  democracy?  In 
short,  what  lesson  does  government  of  the  workman,  by 
the  workman,  for  the  workman,  bring  to  government  of 
the  people,  by  the  people,  for  the  people  ? 
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It  woald  be  difficult  to  exaggerate  the  faithful  enthu- 
siasm with  which  the  answer  to  these  questions  is  sought. 
Beginning  with  an  ambitious  comparison  of  the  local 
trade  clubs  of  the  eighteenth  century  to  the  general  meet- 
ings of  the  Swiss  cantons  of  Uri  and  Appenzell,  there  is 
throughout  the  whole  discussion  a  persistent  and  ingen- 
ious effort  to  use  the  language  of  political  analogy,  and 
thus  lift  into  significance  the  most  commonplace  details  of 
trade  union  methods  of  election,  representation,  and  ad- 
ministration. The  gradual  evolution  of  administration 
and  control  is  traced  through  the  slow  and  painful  process 
of  experiment,  failure,  and  suryival  of  the  fit,  all  the  way 
from  the  rudimentary  aspects  of  a  pothouse  democracy, 
chiefly  concerned  in  securing  equality  of  drinks  and  rota- 
tion in  the  office  of  president  (^  accommodated  with  his 
own  choice  of  liquors,  wine  only  excepted"),  to  the  con- 
stitutional perfection  of  such  *^a  fully  equipped  demo- 
cratic state  of  the  modern  type  "  as  the  Amalgamated  As- 
sociation of  Operative  Cotton-spinners.  The  lessons  of  a 
whole  century  of  painful  and  incessant  experiment,  the 
results  of  this  ^^long  and  inarticulate  struggle  of  unlet- 
tered men,"  are  summarized  in  a  single  word.  ^^  If,  there- 
fore, democracy  means  that  everything  which  '  concerns  all 
should  be  decided  by  all,'  and  that  each  citizen  should 
enjoy  an  equal  and  identical  share  in  the  government. 
Trade  Union  history  indicates  clearly  the  inevitable  result. 
Oovemment  by  such  contrivances  as  Rotation  of  Office, 
the  Mass  Meeting,  the  Referendum  and  Initiative,  or 
the  Delegate  restricted  by  his  Imperative  Mandate,  leads 
straight  either  to  inefficiency  and  disintegration  or  to  the 
uncontrolled  dominance  of  a  personal  dictator  or  an  ex- 
pert bureaucracy.  Dimly  and  almost  unconsciously,  this 
conclusion  has,  after  a  whole  century  of  experiment,  forced 
itself  upon  the  more  advanced  trades.  The  old  theory  of 
democracy  is  still  an  article  of  faith,  and  constantly  comes 
to  the  front  when  any  organization  has  to  be  formed  for 
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brand-new  purposes ;  but  Trade  Union  constitutions  have 
undergone  a  silent  revolution." 

But  this  is  only  the  negative  side  of  the  conclusion. 
Trade  union  experience  points  with  no  less  clearness  to 
the  positive  necessity  of  replacing  these  naive,  crude,  and 
obsolete  methods  of  undeveloped  democracy  by  a  new 
type  of  representative  assembly,  composed  of  ^^  experts  *' 
or  '^  professional  representatives,"  such  as  we  already  find 
in  the  recently  developed  and  prophetic  ^^parliaments** 
of  cotton-spinners  and  coalminers.  Trade  union  history, 
therefore,  points  to  ^'  government  by  a  Representative  As- 
sembly as  the  last  word  of  democracy."  But,  if  the  Cotton 
Parliament  is  really  prophetic,  we  are  assured  that  the 
typical  English-speaking  representative  assembly  of  the 
progressive  future  will  advance  as  much  beyond  the  exist- 
ing  House  of  Commons  and  other  such  adventitious  ag- 
gregates as  such  legislative  bodies  have  advanced  beyond 
a  mere  delegate  meeting.  For  the  **  expert "  or  "  profes- 
sional representative  "  will  resemble  neither  the  irresponsi- 
ble middle-class  parliamentary  representative  of  to-day  nor 
the  instructed  delegate  of  the  primitive  trade  union  as- 
semblies. He  will  be  the  paid  expert  adviser,  counsellor, 
and  persuader  of  his  constituents,  and,  even  when  advice 
and  counsel  are  rejected,  the  holder  of  his  constituents' 
brief  and  the  exponent  of  their  views. 

As  already  intimated,  the  nearest  approximations  to 
these  ideals  of  representative  government  are  found  in 
the  two  great  modem  federal  associations  of  coalminers 
and  cotton  operatives,  comprising  one-fifth  of  the  total 
trade  union  membership  and  pre-eminent  in  point  of  num- 
bers, political  influence,  and  annual  income.  Both  these 
trades  have  solved  the  fundamental  problem  of  admin]»- 
trative  efficiency  and  popular  control  by  the  combination 
of  an  expert  civil  service  and  representative  institutions. 
The  Amalgamated  Association  of  Cotton-spinners  is  free 
from  all  those  naive  and  obsolete  expedients  of  popular 
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control  which  older  unions  so  tardily  and  reluctantly 
abandon,  such  as  the  general  or  aggregate  meeting,  the 
referendum  and  the  initiative,  rotation  of  office,  the  in- 
structed delegate.  On  the  other  hand,  it  has  an  elected 
parliament,  supreme  and  uncontrolled,  a  cabinet  ap- 
pointed by  and  responsible  only  to  that  parliament,  a 
chief  executive  officer  chosen  for  his  efficiency  and  en- 
joying civil  service  permanence  of  tenure.  The  Miners' 
Parliament,  similarly  constituted,  and  representing  about 
two^thirds  the  organized  coalminers,  is  likewise  charac- 
terized as  ^^  in  many  respects  the  most  important  assem- 
bly in  the  Trade  Union  world."  But,  after  all,  it  must  be 
remembered  that  these  conclusions  are,  for  the  mass  of 
the  trade  union  world,  merely  an  insinuation  of  advice 
and  encouragement  in  the  name  of  scientifio  generaliza- 
tion and  prophecy,  rather  than  a  record  of  actual  prog- 
ress. For  at  bottom  there  is  still  recognized  an  ^  uncon- 
scious exasperation  of  the  wage-earners  all  over  the  world 
against  representative  institutions,"  due  to  the  tendency 
of  the  specialized  representative  (who  becomes  a  brain 
worker)  to  get  out  of  touch  with  his  constituents.  And, 
even  in  these  model  ^^  parliaments  "  of  the  cotton-spinners 
and  the  coalminers,  this  difficulty  and  distrust  has  led  to 
the  combination  of  two  classes  of  representatives,  the 
salaried  officials  of  the  districts  and  the  workmen  still 
employed  at  the  mUl  or  in  the  mine. 

As  to  the  proper  unit  of  self-government  and  the  vexed 
question  of  the  proper  division  of  the  powers  between  cen- 
tral and  local  authorities,  it  is  frankly  admitted  that 
^^  Trade  Union  experience  affords  no  guide,  either  to  other 
voluntary  associations  or  to  political  democracy."  From 
the  point  of  view  of  the  trade  union,  however,  the  prob- 
lem would  seem  simple  enough,  given  the  proposition  that 
^^  the  desire  for  uniform  minimum  conditions  throughout 
each  industry  "  is,  ^^  whether  wisely  or  not,  the  most  per- 
manent of  Trade  Union  aspirations."    It  follows  obviously 
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that  such  uniformity  of  minimum  throughout  a  trade  can 
only  be  enforced  by  an  organization  coextensive  with  the 
trade.  Both  theory  and  practice,  therefore,  point  to  "  the 
whole  extent  of  each  trade  within  the  British  Isles  as 
forming  the  proper  unit  of  goyemment  for  any  oombina- 
tion  of  the  wage-earners  in  that  trade."  The  same  line  of 
reasoning  would  lead  to  the  conclusion  that  a  militant 
organization  for  the  enforcement  of  a  uniform  minimum 
would  have  to  accept  the  inevitable  centralization  of  funds 
and  of  executive  administration  which  is  the  universal 
price  paid  for  militant  efiBciency.  So  that  some  amal- 
gamated form  of  national  trade  organization  would  seem 
to  be  a  logical  necessity.  This  is  doubtless  a  sufficient 
explanation  of  the  tendency  of  workingmen  to  break  with 
their  democratic  traditions,  and  adopt  a  centralized  and 
bureaucratic  system  of  administration  in  their  trade 
unions,  in  marked  contrast  to  their  jealous  insistence 
upon  local  autonomy  in  the  administration  of  the  great 
Friendly  Society  and  co-operative  movements.  In  reality, 
however,  trade  unions  have  been  more  influenced  by  fact 
than  by  theory,  and  have  expanded  their  aims  and  organ- 
izations to  meet  the  constantly  expanding  area  of  effective 
competition,  due  to  the  constantly  increasing  mobility  of 
labor  throughout  the  length  and  breadth  of  a  trade  or 
of  closely  allied  trades.  Broad  views  of  trade  solidarity, 
a  propagandist  enthusiasm,  and  a  missionary  zeal  for  the 
uniform  minimum  are  fruits  of  the  wage-earner's  some- 
what peculiar  economic  necessity  of  helping  competitors 
as  a  condition  of  helping  himself.  Slowly  and  reluctantly, 
in  spite  of  selfish  and  often  exclusive  aims,  in  spite  of  race 
prejudices,  and  in  spite  of  jealousy  in  regard  to  local  and 
sectional  autonomy,  the  unit  of  organization  has  been  ex- 
panding from  the  town  to  the  trade.  Unhappily,  in  spite 
of  some  approximations  to  this  ideal  of  a  national  organ- 
ization of  each  trade,  the  process  is  far  from  complete. 
Rival  organizations  within  the  same  trades,  kept  apart  by 
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local,  racial,  or  competitiye  jealousies,  constantly  weaken 
and  distract  the  councils  of  Trade  Unionism,  and  occa- 
sionally disgrace  and  discredit  the  movement  by  prolonged 
internecine  quarrels,  in  which  the  interests  of  employers, 
employees,  and  industry  at  large  are  sacrificed  to  pitiful, 
puerile  exhibitions  of  business  incapacity.  Indeed,  we 
are  assured  that  ^^it  is  no  exaggeration  to  say  that  to 
competition  between  overlapping  unions  is  to  be  attrib- 
uted nine-tenths  of  the  ineffectiveness  of  the  Trade  Union 
world."  Moreover,  ^^with  the  remarkable  exceptions  of 
the  coal  and  cotton  industries,  and,  to  a  lesser  extent,  that 
of  house-building,  there  is  hardly  a  g^eat  trade  in  the 
country  in  which  workmen's  organizations  are  not  crippled 
by  this  fatal  dissension." 

Equally  discreditable  and  disastrous  are  those  incen- 
diary defects  of  constitution  which  enable  irresponsible 
and  intemperate  branches  of  powerful  unions,  like  the 
Amalgamated  Society  of  Engineers,  by  virtue  of  their  ex- 
cessive local  autonomy,  which  is  another  name  for  lack  of 
discipline  and  ability,  practically  to  initiate  strikes,  and 
draw  on  the  funds  of  the  whole  society  in  the  name  of 
**  out  of  work  "  benefit,  without  the  previous  knowledge  or 
consent  of  the  central  executive.  Some  light  is  thrown 
upon  the  exasperating  possibilities  of  these  trade  jealousies 
and  constitutional  defects  of  organization  by  such  events 
as  the  prolonged  and  discreditable  strike  in  the  Tyneside 
ship-building  yards  in  1892,  ^^when  thousands  of  men 
were  idle  for  three  months,  not  in  order .  to  raise  the 
Standard  of  Life  of  themselves  or  any  other  section  of 
the  workers,  but  because  the  local  Engineers  and 
Plumbers  could  not  agree  as  to  which  of  them  should  fit 
up  two-and-a-half-inch  iron  piping." 

Whatever  may  be  the  difference  of  opinion  about 
applying  the  lessons  of  Trade  Unionism  to  the  reorgani- 
zation and  perfecting  of  democracy  at  large,  no  one  can 
fail  to  applaud  the  converse  effort  to  apply  the  teachings 
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of  democraoj  —  or  of  business  efficiency  and  common 
sense,  for  that  matter  —  to  the  tangle  of  conflicting  organ- 
izations and  constitutional  defects  which  at  present  not 
onlj  embarrasses  the  internal  administration  and  impairs 
the  militant  efficiency  of  amalgamated  or  federal  groups, 
but  also  depriyes  the  employers  of  all  confidence  in  those 
who  meet  them  in  the  workmen's  behalf,  and  creates  in 
the  public  mind  a  distrust  of  trade-union  methods.  So- 
ciety has,  indeed,  a  right  to  be  protected  against  such  in- 
cendiary methods  on  the  part  of  those  who  undertake  ths 
important  business  of  selling  blocks  of  labor  for  future 
delivery,  and  of  enforcing  ^*  uniform  minimum  condi- 
tions'' of  employment.  The  right  to  organize  for  the 
conduct  of  such  important  business  carries  with  it  the 
duty  of  organizing  well.  The  right  of  any  trade  union 
leader  or  representative  or  ** expert"  to  bargain  with 
employers  for  the  sale  and  future  delivery  of  labor  is 
measured  by  his  ability  to  guarantee  the  faithful  delivery 
of  the  goods  he  sells.  Judged  by  such  obvious  stand- 
ards, it  must  be  confessed  that  trade  union  structure  has 
less  to  teach  than  it  has  to  learn. 

On  the  other  hand,  those  who  are  haunted  by  the  old 
familiar  spectre  of  a  great,  compact,  centralized  union  of 
labor  organizations  on  class  lines,  exercising  an  over- 
whelming influence  in  industry  and  politics,  may  find 
some  social  compensations  in  the  difficulties  and  centrif- 
ugal tendencies  in  the  way  of  any  federation  or  amalga- 
mation of  the  trade  union  world.  The  possibilities  of 
such  concentration  have  long  been  the  conservative's 
nightmare  and  the  agitator's  dream.  But  the  repeated 
failure  of  inclusive  ^^ general"  unions  and  of  heterogeneous 
trade  amalgamations  in  England  and  elsewhere,  no  less 
than  the  existing  obstacles  to  concerted  action  by  related 
trades  and  branches  of  the  same  trade,  are  calculated 
to  postpone  indefinitely  the  realization  of  such  conserva- 
tive apprehensions  and  revolutionary  dreams.    Far  from 
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any  immediate  proepect  of  efiFective  and  concentrated  con- 
federation, British  Trade  Unionism  gives  little  promise 
of  developing  into  anything  more  compact  and  formidable 
than  *^  an  elaborate  series  of  federations,  among  which  it 
will  be  difficult  to  decide  where  the  sovereignty  really 
resides."  And  even  this  tentative  unity  must  be  pur- 
chased by  the  exercise  of  tactful  ingenuity  and  by  the  con- 
ciliatory treatment  of  the  numerically  weak  organizations 
by  the  strong, —  conditions  which  will  not  suffer  them- 
selves to  be  reduced  to  any  mechanical  plan  of  propor- 
tional representation  in  a  grand  federal  assembly.  In 
fact,  the  farther  organization  departs  from  the  simple, 
normal  unit  of  the  isolated  trade,  the  less  instructive  and 
effective  do  the  manifestations  of  democratic  capacity 
•become.  Witness  the  dissensions  which  to-day  cripple 
most  of  the  great  trades,  with  the  comparatively  recent 
and  ^*  remarkable  exceptions  of  the  coal  and  cotton  indus- 
tries " ;  witness  the  notorious  darkening  of  counsel  with 
words  annually  in  the  Trade  Union  Congresses ;  witness 
the  eclectic  enthusiasm  for  inconsistent  programmes  and 
ideals  which  has  characterized  the  novitiate  of  ^4abor 
politics."  Indeed,  it  is  difficult  to  understand  how  any- 
thing short  of  the  most  transcendent  optimism  could 
account  for  the  generous  assumption  that  these  wholly 
exceptional  *^  governing  assemblies  of  the  Coalminers  or 
Cotton  Operatives  to-day  may  be  to  a  large  extent  pro- 
phetic of  the  future  legislative  assembly  in  any  English- 
speaking  community."  This  reasoning  from  the  com- 
paratively simple  and  homogeneous  to  the  essentially 
complex  and  heterogeneous,  to  the  exclusion  of  more 
obvious,  if  less  pleasing  analogies,  is  in  keeping  with  the 
long-range  reasoning  which  concludes,  from  the  narrow 
premises  of  trade  union  experiment,  that,  in  the  future, 
government  of  the  people,  by  the  people,  for  the  people, 
will  give  place  to  government  of  the  people  by  salaried 
**  experts,"   without  the   intervention  of  any  such  crude 
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expedients  as  the  referendum  and  the  initiative,  written 
constitutions,  and  the  rest  of  the  equipment  of  the  *^  old  '* 
democracy.  Why  the  legislative  assembly  of  any  English- 
speaking  community  in  which  manual  workers  constitute 
four-fifths  of  the  population,  and  some  corresponding 
fraction  of  electors  and  representatives,  should  thus  re- 
semble the  isolated  ^^  parliament "  of  a  single  trade,  like 
cotton  or  coal,  rather  than  some  such  representative 
body  as  the  derided  Trade  Union  Congress,  is  by  no 
means  clear.  Even  granting  that  the  exceptional  ^  Cotton 
Parliament "  typifies  what  the  legislative  executive  of  the 
Englishnspeaking  democracy  of  the  future  ought  to  be, 
what  reason  is  there  for  supposing  that  this  future  democ- 
racy will  be  any  more  successful  in  doing  what  it  ought  to 
do  than  trade  union  democracies  are  now?  It  is  one 
thing  to  reason  from  what  has  been  in  the  past  to  what 
ought  to  be  in  the  future:  it  is  quite  another  thing  to 
reason  from  what  has  been  to  what  probably  will  be. 

So  much  for  the  analysis  of  Trade  Union  Structure, 
which  in  good  measure  redeems  its  promise  of  being  the 
most  interesting  and  instructive  portion  of  the  book  for 
the  general  student  of  democratic  tendencies  and  institu- 
tions. Turn  for  the  moment  to  that  massive  section  of 
the  treatise  devoted  to  the  bewildering  details  of  Trade 
Union  Function, —  the  account  of  what  trade  unionists 
try  to  do,  how  they  try  to  do  it,  and  upon  what  as- 
sumptions and  general  principles  they  proceed. 

Happily,  we  are  again  able  to  bring  to  our  aid  one  of  the 
compensating  merits  of  this  discursive  treatise, —  the  occa- 
sional epigrammatic  retrospect.  After  struggling  with 
the  infinite  details  of  prolonged  and  exhaustive  chapters 
on  trade  union  methods  and  regulations,  the  reader  is  re- 
lieved to  find  this  summary:  ^For  the  improvement  of 
the  conditions  of  employment,  whether  in  respect  of  wages, 
hours,  health,  safety,  or   comfort,  the  Trade    Unionists 
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haye,  with  all  their  multiplicity  of  Regulations,  really  only 
two  expedients,  which  we  term,  respectiyely,  the  Device 
of  the  Common  Rule,  and  the  Device  of  Restriction  of 
Numbers.  The  Regulations  which  we  have  described  in 
our  chapters  on  the  Standard  Rate,  the  Normal  Day,  and 
Sanitation  and  Safety,  are  but  different  forms  of  one 
principle, —  the  settlement,  whether  by  Mutual  Insurance, 
Collective  Bargaining,  or  Legal  Enactment,  of  mini- 
mum conditions  of  employment,  by  Common  Rules  ap- 
plicable to  whole  bodies  of  workers.  All  these  Regu- 
lations are  based  on  the  assumption  that  when,  in  the 
absence  of  any  Common  Rule,  the  conditions  of  employ- 
ment are  left  to  ^  free  competition,'  this  always  means,  in 
practice,  that  they  are  arrived  at  by  Individual  Bargain- 
ing between  contracting  parties  of  very  unequal  economic 
strength.  Such  a  settlement,  it  is  asserted,  invariably 
tends,  for  the  mass  of  workers,  towards  the  worst  possible 
conditions  of  labor, —  ultimately,  indeed,  to  the  barest  sub- 
sistence level, —  whilst  even  the  exceptional  few  do  not 
permanently  gain  as  much  as  they  otherwise  could.  We 
find  accordingly  that  the  Device  of  the  Common  Rule  is 
a  universal  feature  of  Trade  Unionism,  and  that  the  as- 
sumption on  which  it  is  based  is  held  from  one  end  of  the 
Trade  Union  world  to  the  other.  The  Device  of  the  Re- 
striction of  Numbers  stands  in  a  different  position.  In 
our  chapter  on  the  Entrance  to  a  Trade  we  have  de- 
scribed how  the  Regulations  embodying  this  device,  once 
adopted  as  a  matter  of  course,  have  successively  been 
found  inapplicable  to  the  circumstances  of  modem  indus- 
try. The  assumption  on  which  they  are  based  —  that 
better  conditions  can  be  obtained  by  limiting  the  number 
of  competitors  —  would  not  be  denied  by  any  Trade 
Unionist,  but  it  cannot  be  said  to  form  an  important  part 
in  the  working  creed  of  the  Trade  Union  world." 

In  spite  of  the  inherent  complexity  of  the  problem  and 
some  display  of  technical  terms,  the  student,  or  the  general 
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leader,  will  haye  no  great  di£Bculty  in  constructing  an 
intelligible  chronological  and  intellectual  panorama  of  the 
^^  Trade  Union  world/*  if  only  he  succeeds  at  the  start  in 
ridding  himself  of  the  natural  assumption  that  it  differs 
essentially  from  the  rest  of  the  world  of  which  it  forms  a 
part.  What  is  true  of  the  psychological  outfit  of  men  in 
general  is  largely  true  of  trade  unionists.  If,  therefore^ 
we  accept  for  the  moment  the  somewhat  crude  and 
question-begging  categories  used  in  this  treatise,  society 
at  large  may  roughly  be  divided  into  three  psychologpical 
groups, —  conservatiyes,  individualists,  and  *' coUectivists.'^ 
And  this  division  holds  equally  well  for  the  trade  union 
community.  These  three  groups,  again,  will  each  have 
its  own  peculiar  temperamental  philosophy  of  life, — politi- 
cal, industrial,  social.  The  conservative  will  favor  the 
9tatti9  quo :  he  will  bitterly  resist  innovations  and  alleged 
improvements  in  established  political  and  industrial  proc- 
esses, machinery,  and  ideals.  To  the  other  two  groups 
he  will  often  seem  a  bigoted  obstructionist,  an  enemy  of 
progress.  His  theoiy  of  life  and  conduct,  which  is  as  ob- 
vious and  satisfactory  to  him  as  it  is  incomprehensible  and 
odious  to  his  critics,  may  be  called  the  ^^  Doctrine  of  Vested 
Interests." 

The  individualiBt,  on  the  other  hand,  is  the  apostle  of 
^^  freedom."  He  believes  in  the  orthodox  economic  creed  of 
beneficent  competition, —  whatever  pays  best  is  best.  He 
believes  that  all  men  have  a  natural  and  inalienable  right 
to  the  pursuit  of  happiness,  and  to  the  enjoyment  of  as 
much  happiness  as  they  can  overtake,  without  any 
officious  interference  in  their  conduct  by  the  State.  His 
vigorous  and  aggressive  temper  has  no  sympathy  for  the 
timid  and  retrospective  creed  of  ^*  vested  interests."  His 
hope  is  in  the  future,  not  the  past.  His  creed  is  the  opti- 
mistic, self-reliant  **  Doctrine  of  Supply  and  Demand." 

Finally,  the  so-called  ^*  collectivist-minded  workman,"  if 
we  may  accept  the  composite  autobiographic  desoriptioD 
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giyen  of  him,  represents  a  reaction  from  this  exuberant 
fBtith  in  unregalated  competition  and  the  survival  of  the 
strong;  a  protest  against  the  inevitably  baneful  results 
of  freedom  and  laissez-faire,  under  actual  conditions  of 
competitive  inequality ;  an  appeal,  on  behalf  of  the  weak 
in  the  unequal  struggle  for  standards  of  life,  from  the 
harsh  verdict  of  competitive  freedom  to  the  social  equity 
of  State  regulation;  a  comprehensive  programme  of 
regulated  and  socialized  competition,  with  adequate 
legislative  guarantees  that  the  minimum  conditions  of 
self-respecting  citizenship  shall  never  again  be  encroached 
upon  in  the  illusory  name  of  competitive  liberty  and  free 
contract, —  in  short,  the  new  "Doctrine  of  the  Living 
Wage." 

Now  the  only  common  assumption  which  unites  the 
conservative  doctrine  of  vested  interests,  the  individualist 
doctrine  of  supply  and  demand,  and  the  coUectivist  doc- 
trine of  the  standard  of  life,  is  that  fundamental  ar- 
ticle of  the  trade  union  creed, —  distrust  of  individual 
bargaining  and  belief  in  the  necessity  for  concerted  main- 
tenance of  minimum  conditions  of  employment.  On  the 
other  hand,  the  "  regulations  "  used  to  enforce  this  mini- 
mum in  any  given  section  of  workmen  at  the  present  day 
or  in  any  given  epoch  of  trade  union  history  will  differ 
radically,  according  to  which  of  the  three  "  doctrines  "  pre- 
vails ;  for  it  is  interesting  to  observe  that  each  of  these 
divergent  theories  is  characteristic  not  only  of  certain 
trades  to-day,  but  of  certain  chronological  epochs  in  the 
development  of  the  trade  union  movement  as  a  whole. 
Thus,  for  example,  the  doctrine  of  vested  interests  was 
characteristic  of  the  earliest  phases  of  Trade  Unionism, 
when  the  eighteenth -century  government  paternalism 
could  still  be  confidently  appealed  to  for  the  enforcement 
of  traditional  regulations.  It  still  found  expression  in 
passionate  appeals  for  the  enforcement  of  the  obsolete 
Elizabethan  laws  in  regard  to  apprenticeship  and  the  fix- 
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ing  of  wages  by  magistrates,  long  after  the  new  system  of 
factory  organization  and  the  new  philosophy  of  industrial 
liberty  had  rendered  further  enforcement  of  such  regula- 
tions impossible.  It  was  this  spirit  which'  inspired  the 
long  struggle  against  the  introduction  of  new  processes 
and  machinery,  lasting  well  into  the  third  quarter  of  the 
present  century.  Then,  as  now,  this  doctrine  was  charac- 
terized by  bitter  opposition  to  innovation;  by  stringent 
efforts  to  establish  trade  monopolies,  through  the  limita- 
tion of  apprenticeship,  the  jealous  exclusion  of  ^^  illegal " 
men,  the  enforcement  of  entrance  fees,  and  the  mainte- 
nance of  strict  lines  of  demarkation  between  trades.  It 
was  this  proprietary  conception  which  was  embodied  in 
what  was  long  the  favorite  argument  of  the  Amalgamated 
Society  of  Engineers  and  of  other  unions, —  that  prolonged 
and  costly  apprenticeship  gave  the  artisan  the  same  title 
to  exclusive  privileges  in  his  trade  that  a  diploma  from 
the  College  of  Surgeons  would  gpiye  to  the  professional 
man.  It  was  this  same  belated  theory  of  vested  interests, 
even  in  a  nation's  drinking  habits,  which  in  1888  led  the 
Mutual  Association  of  Coopers — in  emulation  of  the 
silversmiths  of  Ephesus  of  old  —  to  complain  that  the 
spread  of  education  and  temperance,  and  the  proposal  of 
^' Local  Option,"  were  dealing  a  dangerous  blow  to  the 
business  of  their  employers,  the  brewers.  Hopelessly 
obsolete  and  generally  impotent  as  the  practices  in  ques- 
tion have  confessedly  become,  the  theory  of  proprietary 
interests  in  an  occupation  still  asserts  itself  in  discredi- 
table ^^  demarkation  disputes "  between  unions,  as  to 
which  of  them  is  entitled  to  do  certain  work  (such  as  the 
quarrel  between  the  plumbers  and  steam-fitters  already 
mentioned),  and  still  colors  the  opinions  and  tacitly  under- 
lies the  contentions  of  large  numbers  of  English  trade 
unionists. 

The  doctrine  of  the  second,  or  individualist,  group  —  the 
doctrine  of  supply  and  demand  —  is  characteristic  of  that 
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virile  phase  of  trade  union  development  which  began 
just  before  the  middle  of  the  present  century,  completely 
dominated  the  third  quarter  of  the  century,  and  has  only 
in  recent  years  encountered  any  serious  and  organized 
counter-movement.  To  the  ordinary  and  unprepossessed 
student  of  labor  organizations  — as,  indeed,  to  the  public 
I  at  large  —  this  has  seemed  the  heroic  period,  the  most 

I  creditable  and  hopeful  phase,  of  the  trade  union  move- 

[  ment.     It  was  during  these  years  that  the  *^  new  model " 

!  of  amalgmated  trade  societies  came  to  the  front,  equipped 

with  all  the  now  familiar  and  costly  armor  of  friendly 
benefits,  providing  for  sickness,  accident,  old  age,  and  out 
of  work.  The  sober  and  business-like  self-help  ideals  of 
this  *^  new  unionism,"  embodied  in  sach  societies  as  the 
Amalgamated  Engineers,  gradually  leavened  the  whole 
movement,  and  slowly  redeemed  the  reputation  of  organ- 
ized labor  from  the  reproaches  brought  upon  it  by  the 
heterogeneous,  undisciplined,  tempestuous,  and  ephemeral 
associations  (or  ** general"  unions)  which  embodied  the 
Owenite  vagaries  and  revolutionary  enthusiasms  of  the 
decade  after  the  repeal  of  the  *^  Combination  Laws  "  in 
1825.  It  was  this  persistent  and  courageous  type  of  Trade 
Unionism  which,  at  the  beginning  of  the  seventies,  aston- 
ished the  world  by  emerging  almost  scot-free  from  the 
running  fire  of  criticism,  accusation,  and  parliamentary 
investigation,  converted  an  adverse  public  opinion  into  a 
cordial  verdict  of  social  utility,  and  crowned  its  victories, 
at  the  close  of  the  third  quarter  of  the  century,  by  se- 
curing from  a  conservative  Parliament  the  legislative 
indorsement  of  an  act  which  embodied  the  legal  aspira- 
tions of  half  a  century, —  a  complete  charter  of  liberties, 
by  which  trade  unions  were  ^*  liberated  from  the  last  ves- 
tige of  the  criminal  laws  specially  appertaining  to  labor." 
To  the  "  coUeotivist-minded,"  or  more  properly,  per- 
haps, the  ^*  Fabian-minded  "  historian  and  social  philoso- 
pher, who  judges  events  with  reference  not  to  their  im- 
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mediate  significance,  but  their  remote  bearings  on  coUeo- 
tivist  ideals,  the  splendid  achievements  of  this  heroic 
period  are  marred  by  one  fatal  inconsistency, —  the  com- 
plete conversion  of  the  leaders  of  Trade  Unionism  to  the 
anti-social  (or  anti-socialistic)  philosophy  of  competitive 
freedom  and  laisfez-faire.  So  completely  did  these  sturdy 
champions  lapse  into  the  sophistical  platitudes  of  Liberal- 
ism that  their  whole  argument  for  legislative  emancipa- 
tion was  based  on  the  proposition  that  complete  free- 
dom of  individual  contract  logically  involved  the  free- 
dom of  the  individual  to  bargain  for  the  sale  of  his  labor 
by  any  method  he  saw  fit,  including  the  collective  method. 
Indeed,  in  the  History  of  Trade  Unionism  we  are  assured 
that  the  heretical  doctrine  ^^  that  all  men  may  lawfully 
agree  to  work  or  not  to  work,  or  to  employ  or  not  to  em- 
ploy, on  any  terms  they  think  fit,"  was  the  whole  burden  of 
the  speeches  and  petitions  of  the  trade  union  leaders  dur- 
ing the  controversy  in  1876.  The  workingman  had,  in  fact, 
wrested  from  his  opponents  the  logical  weapons  of  ^^  free- 
dom "  and  non-interference.  Such  tactics  were  doubtless 
justified  by  the  necessity  of  fighting  the  capitalist  with 
his  own  fire,  at  a  time  when  it  was  ^^  hopeless  to  dream  of 
converting  the  middle  class  to  the  essential  principle  of 
Trade  Unionism,  the  compulsory  maintenance  of  the 
Standard  of  Life";  but  to  become  the  sincere  dupes  of 
such  belligerent  reasoning  was  little  short  of  rank  apos- 
tasy and  intellectual  stultification.  Indeed,  we  are  as- 
sured that  such  professions  by  trade  union  leaders  of 
faith  in  freedom  of  contract  were  perilously  near  cant,  in 
view  of  the  fact  that,  "when  they  contended  that  the 
Union  should  be  as  free  to  bargain  as  the  individual,  they 
had  not  the  slightest  intention  of  permitting  the  individual 
to  bargain  freely  if  they  could  prevent  him."  And  they 
actually  were  preventing  it  wherever  the  "  society  men  " 
were  in  a  sufficiently  large  majority  to  make  it  safe  to 
refuse  to  work  with  non-society  men,  as  in  the  case  of 
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the  Northumberland  and  Durham  coalminers,  who  habit- 
uallj  refused  even  to  descend  the  shaft  in  company  with 
a  non-unionist.  As  further  evidence  of  this  intellectual 
inconsistency  and  complete  loss  of  bearings,  we  are  re- 
ferred to  the  melancholy  fact  that  a  Trade  Union  Congress 
could  repeatedly  press  for  such  "reforms"  as  peasant 
proprietorship,  the  purchase  by  the  artisan  of  his  own 
cottage,  the  establbhment  of  the  **  self-governing  work- 
shop," the  multiplication  of  patents  in  the  hands  of  indi- 
vidual workmen,  "  and  other  changes  which  would  cut  at 
the  root  of  Trade  Unionism  or  any  collective  control  of 
the  means  of  production."  All  this,  we  are  assured,  is  a 
"striking  instance  of  the  danger  which  besets  a  party 
formed  without  any  clear  idea  of  the  social  state  at  which 
it  is  aiming."  And,  incidentally,  it  is  also  well  to  observe 
the  dangers  which  beset  a  historian  who  has  too  clear  an 
idea  of  the  social  state  at  which  he  is  aiming.  In  any 
event,  we  are  told  that  "  in  the  struggle  of  these  years 
we  watch  English  Trade  Unionists  driven  from  their  Uto- 
pian aspirations  into  an  inconsistent  opportunism,  from 
which  they  drifted  during  the  next  generation  into  the 
crude  *  self-help '  of  an  *  aristocracy  of  labor.' " 

But,  if  this  stiff-necked  and  "aristocratic"  generation 
of  trade  unionists  insisted  on  wandering  aimlessly  in  the 
wilderness  of  "  opportunism  "  and  "  self-help,"  it  was  not 
from  any  lack  of  proffered  leadership  on  the  part  of  social 
prophets  with  exclusive  and  authoritative  information 
about  the  shortest  way  to  the  promised  land  of  socialistic 
milk  and  honey.  If  they  stuck  persistently  to  ideals  of 
self-help  and  supply  and  demand,  it  was  from  no  lack  of 
substitute  philosophies  of  State  help.  The  authors  of  the 
present  history  and  philosophy  of  Trade  Unionism  are  not 
the  first  to  make  an  elaborate  attempt  to  wean  the  British 
workman  from  his  practical  opportunism,  and  supply  his 
"fatal  lack"  of  a  consistent  theory  of  progress  and  a 
definite  idea  of  the  social  state  at  which  he  ought  to  be 
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aiming.  Not  to  mention  Robert  Owen  and  his  indigenous 
successors,  England  has,  since  the  days  of  Karl  Marx, 
abounded  in  foreign  prophets,  for  the  most  part  without 
honor  in  their  own  country,  and  without  great  influence 
in  the  land  of  their  sojourn.  Nevertheless,  the  mission- 
ary propaganda  of  these  exiles  secured  a  certain  number 
of  influential  and  vigorous  converts,  who  did  their  best  to 
rekindle  the  slumbering  enthusiasm  of  the  Owenite  and 
Chartist  movements  of  the  second  quarter  of  the  century. 
Gradually  a  distinctively  English  school  of  socialistic 
thought  arose.  These  indigenous  tendencies,  sedulously 
cultivated  by  missionary  exiles  from  Germany  and  other 
Continental  countries,  suddenly  received  a  powerful  im- 
pulse in  the  early  eighties  from  the  apostolic  crusade  of 
Henry  George  for  the  rescue  of  the  unearned  increment 
from  the  impious  hands  of  private  monopoly.  The  con- 
tagious enthusiasm  and  graphic  simplicity  of  this  new 
apostolic  propaganda  was  seconded  bv  the  concentrated 
monopoly  and  aristocratic  associations  of  landed  proprie- 
torship in  England.  The  coincident  discontent  and  dis- 
couragement of  prolonged  industrial  depression,  the  dra- 
matic exploitation  by  agitators  of  the  problems  of  the 
unemployed  and  unemployable,  the  "bitter  cry"  of 
outcast  London,  and  the  concentration  of  public  atten- 
tion on  the  scientific  and  philanthropic  presentation  of 
the  problem  of  the  "submerged  tenth," — all  these  and 
many  other  influences  contributed  to  the  nervous  tension 
and  dazed  expectancy  of  the  situation.  The  methods 
of  self-help,  the  doctrines  of  supply  and  demand,  seemed 
powerless  to  grapple  with  the  vast  problems  of  industrial 
depression,  the  unemployed,  the  "submerged  tenth," 
and  the  larger  fraction  of  partially  submerged.  The 
times  were  ripe  for  a  new  burst  of  enthusiasm  for  the 
help  of  those  who  could  not  organize  to  help  themselves. 
The  sporadic  manifestations  of  this  temper  culminated 
in    the  dramatic  scenes    of  the  great   Dock  Strike  in 
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1889.  New  leaders  struggled  to  the  front;  the  public 
relieved  its  mind  by  generous  contributions  of  moral  and 
money  support;  statesmen  and  churchmen  hastened  to 
intervene  with  their  good  offices;  the  theory  of  supply 
and  demand  was  confronted  with  the  stubborn  fact  that 
a  great  and  unorganized  mass  of  superabundant  labor 
had  at  least  temporarily  secured  the  recognition  of  its 
rights,  not  as  a  human  commodity  subject  to  the  inexora- 
ble laws  of  demand  and  supply,  but  as  industrious  fellow- 
citizens  demanding  for  their  labor  at  least  the  minimum 
essential  to  self-respect  and  social  conduct. 

Although  the  numerical  revival  of  Trade  Unionism 
which  followed  was  not  confined  to  recruits  from  the 
humbler  or  less  skilled  ranks  of  labor,  it  suggested  in 
some  respects  a  recrudescence  of  the  more  inclusive  gen- 
eral movements  of  the  Owenite  days  of  1884.  This  new 
kind  of  "New  Unionism"  was  characterized  by  the  advent 
of  other  leaders,  with  more  inclusive  aims,  less  "  aristo- 
cratic" trade  notions,  and  more  general  enthusiasm  for 
State  help. 

So  complete  was  the  momentary  discomfiture  of  the  con- 
servative elements  of  the  "Old"  Unionism  of  self-help 
that  the  triumph  which  the  Parliamentary  Committee  of 
the  Trade  Union  Congress  had  secured  over  the  sociaUsts 
of  the  Dundee  Congress  in  1889  was  completely  reversed 
in  the  Liverpool  Congress  of  1890.  Mr.  John  Bums  was 
able  to  boast  that,  out  of  the  sixty  resolutions  passed  by 
the  Liverpool  Congress,  "  forty-five  were  nothing  more  or 
less  than  direct  appeals  to  the  State  and  Municipalities  of 
this  country  to  do  for  the  workman  what  Trade  Union- 
ism, *01d'  and  *New,'  has  proved  itself  incapable  of 
doing.  Forty-five  out  of  the  sixty  resolutions  were  asking 
for  State  or  Municipal  interference  on  behalf  of  the  weak 
against  the  strong."  This  exuberance,  however,  was  of 
short  duration.  The  leaders  of  the  "New"  Unionism 
promptly  acquired    more    temperate  ideas  in  the  new 
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school  of  responsible  leadership,  and  soon  found  them- 
selves obliged  to  break  with  the  radical  Social  Democrats. 
The  ephemeral  character  of  some  of  the  organizations  of 
unskilled  workmen  soon  became  obvious,  the  staying 
qualities  of  the  "  Old "  Friendly  benefit  type  of  union 
reasserted  themselves,  and  the  enthusiasm  for  the  **  New  " 
light-armed  and  less  expensive  type  visibly  declined. 

Nevertheless,  a  broader  sympathy  and  sense  of  class 
solidarity  permeated  the  older  organizations,  liberaliz- 
ing their  constitutions  and  their  temper,  and  predisposing 
them  to  listen  to  those  who  were  beginning  to  formulate  a 
new  doctrine, —  that  the  welfare  of  the  whole  community 
demands  that  no  section  of  workers,  however  weak  stra- 
tegically, shall  be  reduced  to  conditions  ^inconsistent 
with  industrial  or  civic  efficiency."  For  fifteen  years,  we 
are  told,  "  this  idea  of  a  *  Living  Wage '  simmered  in  the 
minds  of  Trade  Unionists.  The  labor  upheaval  of  1889 
marked  its  definite  adoption  as  a  fundamental  assumption 
of  Trade  Unionism,  in  conscious  opposition  both  to  the 
Doctrine  of  Vested  Interests  and  to  that  of  Supply  and 
Demand."  On  the  other  hand,  this  emphasis  of  chrono- 
logical sequence  must  not  be  permitted  to  conceal  the  fact 
that  these  rival  assumptions  still  exist  side  by  side  in  the 
trade  union  world.  Like  their  conservative,  individual- 
istic, and  collectivist  analogues  in  the  political  world,  they 
must  long  continue  to  coexist,  embodying  themselves  in 
old-fashioned  restrictive  regulations,  or  in  sliding  scales, 
aggressive  bargainings  and  ^^ alliances"  with  employers, 
or  in  further  extension  of  legislative  protection  for  the 
weak. 

As  to  the  actual  future,  the  predictions  of  our  authors 
«re  extremely  tentative.  "Any  further  application  of 
Collectivism,  whether  in  the  Trade  Union  or  the  political 
world,  depends,  it  is  clear,  on  an  increase  in  our  scientific 
knowledge,  no  less  than  on  the  growth  of  new  habits  of 
aocial    co-operation.     Progress   in    this   direction    rnust^ 
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therefore,  be  gradual,  and  will  probably  be  slow.  And 
the  philosophical  CoUectivist  will,  we  think,  foresee  that, 
whether  in  the  regulation  of  labor,  the  incidence  of  taxa- 
tion, or  the  adminstration  of  public  services,  any  stable 
adjustment  of  social  resources  to  social  needs  must  always 
take  into  account,  not  only  the  scientifically  ascertained 
conditions  of  efficiency,  but  also  the  '  established  expecta- 
tion '  and  the  '  fighting  force '  of  all  the  classes  concerned." 
As  to  the  ideal  future,  they  are  correspondingly  precise 
and  dogmatic.  They  demand  an  unqualified  extension  of 
the  policy  of  a  compulsory  trade  minimum  to  a  compul- 
sory national  minimum.  Precisely  the  same  economic 
ai^uments  are  applied  to  the  nation  as  to  the  trade, —  to 
the  relations  of  trades  within  a  national  system  of  in- 
dustry as  to  the  relation  of  individuals  within  a  trade. 
The  argument  is  simply  the  fundamental  trade  union 
theorem  that  free  or  unregulated  competition  always 
means  progressive  degeneration  of  the  strong  and  the 
survival  of  the  unfit.  Regulated  competition  is  the  indis- 
pensable condition  of  the  survival  of  the  fit.  Omitting 
inequalities  due  to  relative  skill  and  efficiency,  the  only 
security  for  the  strong  is  the  protection  of  the  weak 
i^ainst  the  consequences  of  his  weakness.  In  other 
words,  those  sections  of  the  workmen  in  a  given  trade 
who  are  compelled  by  their  strategic  weakness  to  accept 
inferior,  "unfair,"  or  "sweated"  conditions  of  employ- 
ment, whether  in  the  form  of  wages,  sanitary  conditions, 
hours  of  labor,  or  intensity  of  exertion,  are  just  to  that 
extent  involuntarily  subsidizing  their  employer,  just  to 
that  extent  enabling  him  to  undersell  and  drive  out  his 
"  fair  "  and  socially  fit  or  stragetically  weaker  competitor, 
and  just  to  that  extent  compelling  the  strategically  strong 
workmen  to  accept  a  corresponding  diminution.  There- 
fore, a  "  common  rule  "  or  compulsory  minimum,  enforced 
by  collective  bargaining  or,  still  better,  by  "  legal  enact- 
ment "  in  the  form  of  factory  legislation  and  government 
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inspection,  is  the  only  guarantee  that  the  socially  fit 
employer  and  employee  will  surviye  and  continue  to  reap 
the  legitimate  benefit  of  special  efficiency  or  skill. 

In  precisely  the  same  manner,  it  is  argued  that  competi- 
tion between  strong  and  weak  trades,  or  regulated  and 
unregulated  trades,  tends  to  the  progressive  decay  of  the 
strong  and  the  corresponding  expansion  of  the  weak, 
sweated,  or  parasitic  trades.  For  it  is  urged  that,  in  view 
of  international  trade,  the  trades  which  seem  farthest  re- 
moved from  competition  with  unskilled,  or  sweated,  para- 
sitic trades,  may  none  the  less  be  the  victims  of  such 
insidious  competition.  The  increased  export  of  a  com- 
modity which  owes  its  cheapness  to  the  involuntary 
subsidy  contributed  by  unfair  or  sweated  conditions  of 
production  may  well  be  at  the  expense  of  progressively 
decreased  production  and  export  of  commodities  which 
owe  their  relative  dearness  to  compulsory  maintenance 
of  higher  standards,  whether  by  collective  bargaining  or 
special  legal  enactment.  So  that  international  demand, 
following  the  lines  of  cheapness,  would  throw  production 
more  and  more  into  unregulated,  sweated,  and  parasitic 
trades,  causing  a  corresponding  decline  in  the  high  stand- 
ard trades  and  a  progressive  transfer  and  degradation  of 
their  displaced  workmen  to  the  ranks  of  the  expanding 
parasitic  industries.  Hence  the  impressive  paradox  of 
economic  progress, —  that  the  only  security  for  the  strong 
is  the  protection  of  the  weak,  whether  it  be  the  strong 
section  of  a  single  trade  or  a  strong  trade  in  a  national 
industry. 

^'The  outcome  of  this  analysis  is  that  the  strongest 
competitors  for  the  world's  custom,  and  for  the  use  of  a 
nation's  brains  and  capital,  will  be  the  regulated  industries 
on  the  one  hand,  the  parasitic  trades  on  the  other  —  the 
unregulated  but  self-supporting  industries  having  to  put 
up  with  the  leavings  of  both  home  and  foreign  trade,  and 
a  diminishing  quantity  and  quality  of  organizing  capacity 
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and  manual  labor."  The  regulated  competition  of  the 
compulsory  common  rule  therefore  applies  the  test  of  e£B- 
ciencj,  and  is  the  only  guarantee  that  the  efficient  em- 
ployer, employee,  and  type  of  industrial  organization  will 
survive.  Trade  Unionism,  however,  is  helpless  to  apply 
this  remedy  to  the  degrading  conditions  of  parasitic  com- 
petition. The  cause  of  sweating  is  the  strategic  weakness 
of  the  superabundant  reserve  army  of  general  and  un- 
specialized  laborers, —  men,  women,  guls,  and  boys.  The 
very  proposal  to  organize  these  helpless  groups  and  cope 
with  the  evils  by  the  self-^elp  device  of  the  common  rule, 
enforced  by  methods  of  mutual  insurance  and  collective 
bargaining,  is  a  contradiction  in  terms.  Add  now  to 
these  economic  considerations  the  measureless  injury  to 
national  character  wrought  by  the  infectious  spread  of 
degraded  standards  of  health,  morality,  and  public  spirit, 
—  from  family  to  street,  street  to  slum,  and  slum  to 
city, — and  the  conclusion  seems  inevitable.  "  The  remedy 
is  to  extend  the  conception  of  the  Common  Rule  from  the 
trade  to  the  whole  community,  and,  by  prescribing  a 
National  Minimum,  absolutely  to  prevent  any  industry 
being  carried  on  under  conditions  detrimental  to  public 
welfare." 

In  this  way  alone  can  a  nation  avoid  the  disastrous 
results  of  indirectly  subsidizing  those  sweated,  parasitic 
trades  which  take  more  out  of  their  employees  than  the 
wages  and  other  conditions  of  employment  \nll  repair,  and 
constantly  call  upon  public  and  private  charity  to  make 
up  the  deficiency  and  struggle  with  the  consequent  demor- 
alization. In  theory,  therefore,  the  enforcement  of  a  na- 
tional minimum  is  simply  an  extension  of  the  common 
rule  to  industry  as  a  whole.  In  practice,  it  merely  in- 
volves a  further  extension  of  the  familiar  method  of  legal 
enactment  or  factory  legislation.  Factory  legislation  al- 
ready attempts  to  guarantee  a  certain  minimum  of  educa- 
tion, sanitation,   and    leisure    to   children,  women,  and 
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adults  in  certain  occupations.  The  national  minimum 
would  simply  extend  the  guarantee  to  wages,  and  the 
application  to  all  employees.  The  minimum  adopted 
would  be  the  wages  actually  paid  by  the  better  establish- 
ments, who  would  thus  be  helped  by  having  their  com- 
petitors raised  to  their  level.  The  gradual  raising  of  such 
a  national  minimum  would  alleviate  the  inevitable  dis- 
tress of  industrial  redistribution  in  favor  of  the  fittest 
trades.  The  problem  of  the  unemployed  would  be  alle- 
viated by  the  elimination  of  degrading  influences.  The 
problem  of  the  unemployable  would  of  course  remain, — 
as  it  must  under  any  conditions, —  to  be  scientifically 
dealt  with ;  but  the  chances  of  successful  treatment  would 
be  greatly  enhanced  by  thus  clearly  isolating  the  phe- 
nomena. The  chief  remonstance  against  the  new  regime 
would  come  from  the  profit-makers  in  the  formerly  subsi- 
dized parasitic  trades. 

But  what  has  economic  science  to  say  to  this  remark- 
able series  of  propositions?  What  is  to  become  of  the 
theories  of  wages,  the  Malthusian  ^'principle  of  popula- 
tion," and  the  time-honored  formulas  which  discredited 
all  the  ^^ artificial"  aims,  methods,  and  regulations  of 
Trade  Unionism,  to  the  complete  satisfaction  of  ^  the  ordi- 
nary middle-class  man,"  down  to  the  last  quarter  of  the 
century? 

Now  it  must  be  admitted  that  the  **  collectivist- 
minded"  historian,  philosopher,  and  reformer  seems  to 
care  very  little  what  becomes  of  the  logical  subtleties  pur- 
porting to  embody  the  ^^  natural "  laws  of  remuneration,  of 
population,  and  accumulation.  It  is  obviously  no  part  of 
the  collectivist  plan  of  propaganda  to  cultivate  a  respect 
for  ^^  any  manipulation  of  economic  abstractions,  with  or 
without  the  aid  of  mathematics."  On  the  contrary,  the 
archaic  doctrines  which  the  '^middle  class"  has  learned 
from  old  books  and  the  lips  of  the  last  generation  are 
constantly  held  up  to  ridicule,  in  the  light  both  of  ezpe- 
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rience  and  of  contemporary  economic  teaching.  The 
wages  fund  is  described  as  "  a  historical  curiosity,"  with 
its  lo^cal  machinery  for  automatic  refutation  of  any  pos- 
sible scheme  of  progress,  by  showing  the  effect  of  a  rise 
of  wages  to  be  fall  of  prolGits,  or  migration  or  diminished 
accumulation  of  capital,  with  the  biological  nemesis  of 
increased  population  as  a  last  resort.  These  are  all  vain 
imaginings.  There  is  no  predetermined  wages  fund. 
The  incentiye  to  accumulation  of  capital  does  not  dimin- 
ish with  the  rise  in  wages  and  fall  of  profits,  but  in- 
creases. Progressive  rise  in  wages  and  standards  of  liv- 
ing does  not  encounter  an  insurmountable  biological  bar- 
rier, but  just  the  reverse.  The  danger  which  North- West- 
em  Europe  has  to  fear  from  such  improvement  is  restric- 
tion of  population,  not  a  '^devastating  torrent  of  chil- 
dren." Finally,  the  classic  economists  are  confronted 
with  the  confessions  of  their  present-day  successors,  to 
prove  that  even  the  verdict  of  abstract  economics  is  now 
in  favor  of  the  trade  union  contention,  within  certain 
limits,  and  that  in  the  matter  of  Trade  Unionism  and  the 
predetermined  wages  fund  'Hhe  untutored  mind  of  the 
workman  had  gone  more  straight  to  the  point  than  eco- 
nomic intelligence  misled  by  a  bad  method."  But  econo- 
mists are  to  be  distrusted,  even  bearing  gifts;  and  the 
citation  of  favorable  opinions  concludes  with  the  ungra- 
cious suggestion  that  these  contemporary  economic  com- 
mendations are  probably  as  little  worthy  of  confidence  as 
was  the  contrary  verdict  by  the  economists  of  a  preceding 
generation.  The  truth  is  to  be  learned  by  the  examina- 
tion of  facts,  not  theories. 

If,  therefore,  we  turn  from  theoretical  abstractions  to 
the  actual  machinery  of  industrial  organization,  the 
absolute  necessity  for  Trade  Unionism  once  more  becomes 
perfectly  clear.  For  the  competitive  system  of  industrial 
organization  resolves  itself,  in  the  last  analysis,  into  a  long 
ehain  of  bargainings,  in  which  the  buyers  have  immense 
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strategic  advantages  over  the  sellers,  who  are  alwaya 
bidding  against  each  other  to  secure  customers.  Thia 
strategic  advantage  culminates,  as  we  have  seen,  in  the 
"  anarchic  irresponsibility  "  of  the  private  customer.  He  ia 
the  ultimate  source  of  the  cumulative  pressure  for  cheap- 
ness, which  is  transmitted  with  increased  intensity  from 
consumer  to  retailer,  from  retailer  to  wholesaler,  from 
wholesaler  to  manufacturer,  from  manufacturer  to  wage* 
earner,  until  it  settles  with  irresistible  weight  upon  the 
isolated  workman's  standard  of  living.  United  trade 
union  effort  to  support  this  crushing  weight  is,  therefore, 
indispensable,  both  to  protect  the  individual  workman's 
standard  of  life  and  to  prevent  the  whole  industrial  and 
social  fabric  from  deterioration.  There  is  something 
decidedly  Marxian  about  this  exposition  of  the  inherent 
and  diabolic  depravity  of  the  whole  industrial  mechanism 
of  unregulated  competition.  Instead  of  the  economic 
harmonies  of  beneficent  competition  and  survival  of  the 
fit,  under  a  "  system  of  natural  liberty,"  we  have  a  malig- 
nant process  of  degeneration,  which  makes  the  good  bad, 
the  bad  worse,  and  the  worst  most  powerful.  Under  such 
circumstances  any  form  of  trade  union  regulations,  even 
restriction  of  numbers,  bad  as  it  is,  is  preferable  to  perfect 
competition  and  the  resulting  subsistence  wage.  Even 
the  capitalist  producer  cannot  stand  the  pressure,  and 
joins  the  revolt,  seeking  relief  from  the  system  of  liberty 
in  various  forms  of  .monopoly, —  public  franchises,  patent 
monopolies,  trusts  and  combinations,  and  devices  for 
escaping  the  retailer  and  wholesaler  by  reaching  the  con- 
sumer direct,  by  means  of  advertisements  and  proprietary 
articles. 

But  it  is  not  enough  to  avenge  Trade  Unionism  and  the 
unlettered  workman  against  the  pretensions  of  ^*  obsessed  " 
classic  economists  and  middle-class  employers.  It  remains 
for  this  analysis  to  show  that  Trade  Unionism,  instead  of 
being  artificial,  has  its  roots  in  the  instinctive  and  uneon-- 
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scious  manifestations  of  human  nature.  We  have  seen 
that  the  capitalistic  revolt  against  industrial  freedom  finds 
expression  in  a  great  array  of  monopolistic  tendencies. 
Over  against  this  formidable  array  of  monopolistic 
"dykes,"  which  give  the  laborer  little  or  no  protection, 
and  often  do  him  great  harm,  the  uncombined  and  re- 
sourceless  wage-earner  has  always  thrown  up  a  powerful, 
mysterious  dyke  of  his  own, —  the  "instinctive  standard 
of  life,"  the  minimum  below  which  he  will  not  render  the 
services  of  his  trade.  This  instinctive  dyke  has  always 
impressed  students  and  observers;  and  it  is  elaborately 
insisted  on  by  the  classic  economists,  who  dwell  endlessly 
upon  the  fact  of  the  customary  minimum,  differing  in 
different  trades  and  in  different  countries  and  in  different 
localities  of  the  same  country,  but  could  suggest  no  satis- 
factory explanation  for  the  phenomena.  Had  they  not 
been  "  obsessed  by  the  fallacy  of  a  predetermined  wage- 
fund,  they  would  have  perceived,  in  this  clinging  of 
each  generation  to  its  accustomed  livelihood,  a  primitive 
bulwark  against  the  innovation  of  fixing  all  the  conditions 
of  labor  by  ^free  competition'  among  candidates  for 
employment."  To  the  "  modern  observer,"  who  may  be 
slightly  obsessed  with  the  notion  of  collective  bargaining, 
it  is  evident  that  this  "  identical  notion  "  of  what  consti- 
tutes subsistence  "  is  in  itself  equivalent  to  a  tacit  combina- 
tion." That  which  the  obsessed  classic  economist  saw,  but 
did  not  perceive,  was  unconscious  and  instinctive  Trade 
Unionism,  equipped  with  an  "  incipient  Common  Rule," 
and  supported  by  a  prolonged  refusal  to  work,  which  "  is 
virtually  a  universal  strike." 

But,  powerful  as  this  unconscious  and  instinctive 
Trade  Unionism  is,  it  has  grave  defects,  arising  from  the 
indefiniteness  and  lack  of  uniformity  as  to  the  standard 
of  life,  from  lack  of  reserve  funds  to  support  the  actual 
strikers,  and  from  the  fact  that  instinct  and  custom  do 
not  change  fast  enough  to  take  advantage  of  the  fiuctua- 
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tions  of  moderD  industry.  Conscious  Trade  Unionism, 
therefore,  simply  remedies  these  defects.  Tacit  combina- 
tion becomes  explicit.  The  instinctive  standard  is  made 
^^  precise  and  uniform  "  by  elaborate  standard  rates,  piece- 
work tests,  scales  fixing  working  hours  and  limiting  over- 
time, special  rules  for  sanitation  and  safety,  and  all  the 
infinite  variety  of  trade  union  regulations.  The  method 
of  Mutual  Insurance  supplies  the  reserve  fund  for  strikes 
or  out  of  work,  which  enables  all  alike  to  command  a 
*' reserve  price"  for  their  labor.  The  method  of  Col- 
lective Bargaining  by  the  agency  of  ^^professional  ex- 
perts "  and  salaried  officials  keeps  the  price  of  labor  from 
falling  in  bad  times,  on  the  one  hand,  and  advances  it 
promptly  to  take  advantage  of  favorable  fluctuations. 
The  method  of  Legal  Enactment  crystallizes  in  the  factory 
code  the  advantages  gained,  and  ^*  fortifies  the  workman's 
original  bulwark  by  the  unyielding  buttress  of  the  law  of 
the  land." 

Thus  is  the  involved  evolved.  The  workman  is  a 
trade  union  animal.  Instead  of  being  ^^  artificial,"  Trade 
Unionism  is  natural,  almost  inevitable.  In  the  course  of 
economic  evolution  it  evolves,  as  a  part  of  the  protest 
against  doctrines  of  '^  natural  liberty."  Not  the  economic 
man,  but  the  trade  union  man,  is  the  normal  and  scientific 
unit  of  industrial  society. 

Finally,  in  the  industrial  apocalypse,  or  prophetic 
*^  vision  of  the  sphere  of  Trade  Unionism  in  the  demo- 
cratic State,"  with  which  the  CoUectivist  Canon  closes, 
we  see  a  purified  and  democratized  Trade  Unionism, 
stripped  of  the  transitional  imperfections  of  the  doctrine 
of  Vested  Interests  and  the  device  of  Restriction  of  Num- 
bers, standing  hand  in  hand  with  political  democracy. 
The  energies  liberated  by  State  enforcement  of  the  Na- 
tional Minimum  will  find  higher  expression  in  the  dis- 
criminating application  of  the  doctrine  of  Demand  and 
Supply  to  a  perpetual  improvement  in  the  efficiency. 


Digitized  by  VjOOQIC 


TRADE  UNIONISM  188 

public  utility,  and  consequent  standard  of  life  in  each 
trade.  The  gradual  shifting  to  the  State  and  special 
organizations  of  all  the  burdens  of  Friendly  insurance  — 
with  the  permanent  exception  of  Out-of-work  Benefit,  or 
"Donation" — will  leave  room  for  the  oversight  and 
organization  of  those  technological  branches  of  industrial 
education  which  are  destined  to  replace  the  antiquated 
notions  of  apprenticeship  and  to  be  paid  for  out  of  the 
public  funds.  "With  the  progressive  Nationalization 
and  Municipalization  of  public  services  on  the  one  hand, 
and  the  spread  of  the  Co-operative  movement  on  the 
other,"  trade  unions  will,  therefore,  assume  the  character 
of  professional  associations.  "  The  Trade  Union  will  be 
a  definitely  recognized  institution  of  public  utility  to 
which  every  person  working  at  the  craft  will  be  im- 
peratively expected,  even  if  not  (as  is  already  the  case  in 
regard  to  the  appointment  of  a  check-weigher)  legally 
compelled  to  contribute." 

Such,  in  outline,  is  the  new  coUectivist  philosophy  of 
Trade  Unionism,  and,  incidentally,  of  society  in  gen- 
eral. The  only  adequate  comment  on  such  a  body  of  doc- 
trine is  a  concise  statem'^ni  of  iu  -  Taken  in  detail,  and 
diluted  by  fourteen  hundred  —  or  even  eight  hundred  — 
pages  of  historical  and  speculative  detail,  the  consistency 
and  temperamental  character  of  the  whole  body  of  doc- 
trine may  easily  be  obscured.  It  is  obviously  not  so 
much  a  theory  of  economics  as  a  temperamental  gospel  of 
social  reform.  It  is  another  important  and  ambitious 
attempt  to  reveal  to  the  British  workman  what  ought  to 
be  his  unconscious  aspirations,  purposes,  and  preposses- 
sions, and  to  formulate  a  programme  and  insinuate  advice 
in  the  name  of  history.  It  is  another  prophetic  tender 
of  intellectual  leadership  to  those  who  are  wandering 
aimlessly  in  the  wilderness  of  opportunism  and  self-help. 
It  is  another  plan  for  saving  the  race  from  the  wasteful 
process  of  experimental  progress,  by  furnishing  in  ad- 
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yance  a  consistent  scheme  of  social  philosophy.     Like 
most  gospels  of  social  emancipation,  it  has  its  denun- 
ciatory and  its  triumphant  tone.     There  is  something 
eminently  clear  in  the   brutal  frankness  with  which  it 
breaks  with  the  old  world  of  conventional  and  accepted 
ideas.    Instead  of  the  doctrine  of  the  beneficence  of  com- 
petitive freedom,  we  have  the  dogma  of  the  total  deprav- 
ity of  complete  competitive  freedom;   instead  of  liberty 
of  individual  contract,  the  new  compulsory  freedom  of 
collective  contract.     There  is  no  sophistical  attempt  to 
reconcile  trade  union  ideals  of  a  common  rule  and  coUeo- 
tive  bargaining  with  absence  of  coercion  and  liberty  of 
choice  of  non-unionists.     Such  industrial  non-conformity 
is  only  tolerated  as  an  illogical  result  of  weak  organiza- 
tion.    Realization  of  the  trade  minimum  and  the  national 
minimum  involves  the  deliberate  abandonment  of  illu- 
sory ideals  of  liberty :  otherwise  Collectivism  would  have 
little  interest  in  such  realization.     '^Freedom,"  unregu- 
lated competition,  is  the  worst  possible  state :  hence  any 
method  of  regulation,  however  imperfect  and  antiquated, 
is  better  than  none.    To  efficient  enforcement  of  the  oom- 
..jgee^gfetTgJi'^  -sis?  mubt  b'^'^v    The  friendly  bene- 
fits of  Trade  Unionism  are,  therefore,  not  amenable  to  the 
actuarial  tests  of  scientific  insurance.     Insurance  funds 
are  only  adventitious  accompaniments  of  collective  bar- 
gaining; and  the  workman's  claim  upon  them  for  sickness, 
accident,  and  old  age,  is  always  qualified  by  the  proviso,— 
if  there  is  anything  left.    For  this  reason  Trade  Unionism 
seeks  to  maintain  the  legal  anomaly  which  now  protects 
its  funds  against  the  prosecution  both  of  employers  and 
disaffected  members.     The  militant  ideal  of  collective 
bargaining  also  calls  for  jealous  hostility  to  all  insidious 
attempts   to  blur  the  lines  between  capital  and  kbor, 
whether  in  the  name  of  philanthropy  or  of  individual 
improvement.    Hence  in  this  trade  union  decalogue  we 
find  the  prohibition  of  all  participation  in  schemes  for 
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profitrsharing,  and  for  mutual  insurance  and  friendly 
co-operation  by  employer  and  employee ;  in  all  Bxach 
devices  as  *'  self-governing "  workshops ;  in  all  liberal 
schemes  for  creating  conservatism  and  content  by  making 
workmen  owners  of  house  or  land.  All  these  things  tie 
the  workman's  hands,  diminish  his  bargaining  efficiency, 
and  make  for  conservatism  in  the  hour  of  contemplated 
strike.  If  the  trade  unions  shall  be  true  to  this  revelation 
of  their  nature  and  mission,  the  '*  vision  "  of  the  future  is 
indeed  stimulating  and  triumphant.  The  institution 
which  the  wise  and  learned  and  powerful  have  de- 
spised, rejected,  and  persecuted,  shall  prove  to  be  the 
typical  exemplar  of  the  democratic  spirit,  the  permanent 
embodiment  of  industrial  ideals,  the  conscious  realization 
of  instinctive  human  nature,  the  corner-stone  of  the  social 
and  industrial  edifice. 

It  is  obviously  a  good  propagandist  move  to  try  to  show 
that  large  fraction  of  the  population  known  as  the  working 
classes  what  they  have  been,  are,  and  by  right  ought  to 
be.  Nothing  succeeds  like  the  conviction  that  the  new 
reform  is  only  an  application  of  an  old  principle.  Nothing 
predisposes  the  ^^  unconscious  "  philosopher  to  live  up  to  his 
newly  revealed  creed  like  reading  a  rational  demonstration 
of  a  coherent  and  far-sighted  policy  into  his  groping,  inco- 
herent past.  Once  reform  is  found  to  be  an  application 
of  long-recognized  principles,  half  the  battle  is  won,  and 
instinctive  conservatism  becomes  an  ally  of  innovation. 
It  is,  therefore,  an  event  in  the  history  of  any  movement 
when  it  finds  a  competent  historian.  It  is  a  still  more 
significant  phase  of  any  movement  when  it  finds,  not  only 
a  sympathetic  chronicler  of  its  past,  but  a  propagandist 
expounder  of  its  unconscious  philosophy,  a  formulator  of 
its  ^^inarticulate"  principles  and  aspirations,  a  codifier  of 
its  past  and  prophet  of  its  future.  The  political  radicalism 
which  styles  itself  Collectivism  has  clearly  adopted  trade 
unionism  as  the  typical  workingmen's  organization,  with 
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largest  political  possibilities  before  it.  It  remains  to  be 
seen  whether  the  workingmen's  organizations  will  adopt 
Collectivism, —  whether  trade  unionism  will  fall  in  love 
with  its  own  portrait,  drawn  by  a  masterful  hand,  and 
endeavor  to  live  up  to  its  prophetic  reputation. 

Doubtless  the  absolutely  impartial  historian  and  inves- 
tigator is  an  ideal  desideratum,  but  it  is  part  of  the 
avowed  psychological  creed  of  this  treatise  that  such  an 
ideal  attitude  is  humanly  impossible.  The  inquirer  is 
shrewdly  warned  that  it  **  must  never  be  forgotten  that 
every  man  is  biassed  by  his  creed  and  his  self-interest,  his 
class,  or  his  views  of  what  is  socially  expedient.  If  the 
investigator  fails  to  detect  this  bias,  it  may  be  assumed 
that  it  coincides  with  his  own."  In  accordance  with  this 
didactic  confession  it  is  pertinent  to  ask.  What  is  the  domi- 
nating bias  of  these  investigations?  Certainly  not  the 
bias  of  the  so-called  orthodox,  or  classic,  economist  He 
comes  in  for  his  full  share  of  contempt.  Not  the  bias  of 
that  obsolete  abstraction  known  as  the  individualist.  He 
is  treated  as  the  economic  scapegoat  of  civilization.  Not 
the  old-fashioned  bias  ^*  which  inspired  the  proposals  of 
Lassalle,  and  most  of  the  inferences  drawn  from  Elarl 
Marx's  Theory  of  Value,  whUst  it  still  lingers  in  the 
declarations  of  German  Socialism  and  its  derivatives.'' 
It  is  the  bias  of  that  new  and  true  coUectivist  socialism 
of  the  ^'unearned  increment,  arising  from  the  progress  of 
invention  and  organization  of  population  and  capital  in 
dense  masses,  upon  which  the  modern  English  socialist 
bases  his  demand  for  collective  ownership  of  the  means 
of  production,  and  the  subordination  of  the  producer  to 
the  citizen,  and  the  individual  to  the  community." 

Edwabd  Cumhings. 
Harvard  Univrrsitt. 
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In  a  recent  article  in  this  Journal  I  called  attention  to 
the  impossibility  of  dividing  political  economy  into  four 
distinct  parts,  by  following  the  traditional  plan  of  division. 
Production,  distribution,  and  exchange  are  not  distinct 
operations.  I  suggested  a  division  of  the  science  based 
on  sociological  evolution.  According  to  this  plan  the 
first  division  contains  universal  principles,  which  hold  true 
whether  society  is  organized  or  not.  It  defines  wealth 
and  describes  the  varieties  of  it.  It  describes  also  the 
agents  of  production,  and  tells  how  they  severally  work 
in  creating  wealth,  and  under  what  conditions  they  work 
well.  It  contains,  in  short,  the  treatment  of  labor,  of 
capital,  and  of  the  manner  in  which  they  combine  to  make 
the  earth  fruitful.  It  tells  of  the  various  kinds  of  utility 
that  these  agents  are  employed  to  create,  such  as  elemen- 
tary utility,  form  utility,  place  utility.  It  presents  a  law 
of  variation  in  the  productive  powers  of  these  agents, 
whereby,  if  one  of  them  becomes  comparatively  abundant, 
then  a  single  unit  of  it  produces  comparatively  little,  while, 
if  one  of  them  becomes  scarce,  a  single  unit  of  it  pro- 
duces a  great  deal. 

This  part  of  the  science  has  nothing  to  say  about  hired 
labor  or  loaned  capital ;  for  these  things  depend  on  social 
organization,  and  the  distinctive  fact  about  this  part  of 
the  science  is  that  it  contains  no  facts  or  principles  that 
depend  on  social  organization.  It  contains  only  a  state- 
ment of  what  takes  place  wherever  man  subdues  the  earth, 
and  makes  it  useful.  It  can  have  nothing  to  say  about 
wages  and  interest  as  ordinarily  understood;  yet  it  pre- 
sents a  law  by  which  wages  and  interest  are  determined, — 
a  law,  namely,  of  final  productivity  of  labor  and  of  capital. 

In  like  manner  this  division  of  the  science  has  nothing 
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to  say  about  market  value,  since  that  also  is  a  social 
phenomenon,  and  not  a  universal  one.  Nevertheless,  it 
presents  the  principle  according  to  which  values  are  de- 
termined ;  for  it  is  a  universal  fact  that  final  utilities  are 
small  when  commodities  are  abundant,  and  that  they  are 
large  when  such  things  are  scarce.  A  sailor  stranded  on 
a  rock,  and  with  a  single  sea  biscuit  in  his  possession,  b 
in  a  position  to  appreciate  the  high  final  utility  of  bread. 
If  fish  are  abundant,  he  can  also  estimate  the  low  final 
utility  of  fish.  He  has  no  chance  to  make  exchanges,  but 
the  law  according  to  which  exchanges  are  made  operates 
in  his  case  with  a  full  measure  of  force. 

The  second  division  treats  of  Catallactics.  It  adds  to 
the  universal  phenomena  whatever  results  from  ex- 
changes. It  is  a  science  of  organized  economy,  and  puts 
before  the  mind  a  picture  of  society  as  a  single  organi- 
zation, working  in  its  entirety  to  produce  wealth,  and 
apportioning  it  among  its  members. 

The  socialization  of  economic  life  arranges  producers  in 
groups  and  subgroups.  What  we  here  term  a  group  pro- 
duces one  complete  article,  and  sells  it.  High  organiza- 
tion, however,  prevents  any  one  body  of  persons  from 
producing  an  article  in  its  entirety ;  for  no  one  set  of  men 
gets  out  of  the  earth,  as  it  were,  the  rawest  materials  that 
enter  into  the  article  and  fashions  it  to  completion.  The 
general  groups  are  divided  into  subgroups. 


A"' 

£/,, 

C" 
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Let  A  represent  a  raw  material  taken  from  the  earth, 
and  let  A'  represent  that  material  carried  by  one  stage 
towards  completion.  A"  will  represent  it  near  to  comple- 
tion, and  A"'  will  represent  it  as  quite  ready  for  the 
consumer. 
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It  may  be  that  A  is  the  skin  of  a  live  steer  on  a  Western 
ranch,  that  A'  is  raw  hide,  that  A"  is  tanned  leather,  and 
that  A'"  is  shoes.  In  like  manner  B  is  the  raw  material 
which  ripens,  through  a  similar  series  of  changes,  into  B'", 
which  is  another  article  for  consumption.  C  is  a  third 
raw  material,  and  C'^  is  that  material  fully  completed. 
H  is  the  raw  material  that  enters  into  the  tools  that  are 
used  in  the  various  processes,  and  H'"  is  a  complement  of 
tools  ready  for  use.  Every  one  of  the  subgroups  uses 
instruments  and  wears  them  out,  and  the  H'^'  group 
supplies  the  waste. 

We  have  now  a  severely  simple  picture  of  what  is  hap- 
pening in  the  industrial  world.  The  groups  are  innumer- 
able, and  they  have  their  complexities ;  but  the  method  of 
production  and  of  distribution  that  is  going  on  can  be 
clearly  described  in  terms  of  such  a  simple  form  of  society 
as  the  one  that  our  table  represents. 

In  this  second  part  of  the  treatise  we  are  studying 
a  static  society.  We  want  to  know  what  happens  in  con- 
sequence of  organization,  and  nothing  else.  We  want  to 
keep  out  of  our  minds  what  further  happens  by  reason  of 
changes  that  are  all  the  while  going  on  in  society.  If 
the  A'"  group  is  growing  smaller  and  the  B'"  group 
is  growing  larger,  that  change  and  all  the  influences  that 
cause  it  are  to  be  studied ;  but  the  study  does  not  come  at 
this  stage.  There  are  problems  enough  in  a  merely  static 
society  to  occupy  us  for  a  while.  We  must  therefore 
practise  the  isolating  method  in  a  heroic  way.  We  must 
bring  before  our  minds  all  that  happens  in  consequence  of 
mere  organization,  and  nothing  that  happens  in  conse- 
quence of  change,  growth,  and  progress  in  the  organi- 
zation. 

We  must  study,  then,  a  society  that,  in  imagination,  we 
have  reduced  to  a  static  state.  What  are  the  conditions 
of  that  state  ?  The  sign  by  which  we  know  it  is  simple. 
It  is  that  labor  and  oapitol  do  not  flow  from  group  to 
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group,  and  from  subgroup  to  subgroup.  A"'  does  not 
grow  smaller,  and  B'"  larger.  Where  there  is  no  change 
in  the  comparative  sizes  of  the  subgroups,  society  is  static. 

This,  however,  does  not  tell  us  what  are  the  funda- 
mental qualities  of  such  a  society.  It  gives  us  a  mark  by 
which  we  ceuld  know  a  static  society,  if  we  could  ever 
find  one.  What  we  need  to  know,  however,  is  why  labor 
and  capital  do  not  move  from  point  to  point  in  the  sys- 
tem. What  is  the  cause  of  their  stationary  condition? 
It  is  not  that  their  movement  is  obstructed:  it  is  that  they 
have  no  inducement  to  move.  A  unit  of  labor  or  a  unit 
of  capital  is  as  productive  at  A  as  it  would  be  at  A',  or  at 
B",  or  anywhere  else  in  the  group  system.  It  can  gain 
nothing  by  moving,  and  it  stays  where  it  is. 

Perfect  mobility  on  the  part  of  the  economic  agents, 
without  any  movement,  is  characteristic  of  the  static 
state.  We  cannot  here  describe  it  with  any  complete- 
ness. The  lack  of  movement  is  due  to  a  certain  uniform- 
ity in  the  productive  power  of  each  of  the  two  agents  of 
industry  in  the  different  parts  of  the  system.  It  is  this 
that  brings  about  a  state  of  '*  natural  values.''  Repre- 
senting the  producing  groups  in  such  a  condition  as  this 
really  describes  what  the  classical  economists  had  in  mind 
when  they  said  that  everything  tends  to  sell  at  its  cost  of 
production.  If  A'"  as  a  whole  sells  for  just  what  it  costs 
the  entrepreneurs  to  produce  it,  and  if  B'"  and  C"  do  the 
same,  and  if  the  particular  utility  that  each  subgroup 
creates  also  brings  to  the  entrepreneur  just  what  it  costs 
him  to  create  it,  then  all  values  are  natural. 

Cost  values  for  everything  really  involve,  in  the  end, 
uniform  wages  and  interest.  It  is  conceivable  that,  for  a 
time.  A"'  might  be  a  scarce  and  high-priced  article.  The 
production  of  this  article  would  then  be  stimulated,  and  the 
price  would  be  reduced.  It  is  also  conceivable  that,  for 
a  time,  wages  in  the  group  A'"  might  be  high.  That 
would    mean,  however,  that    entrepreneurs   in  the  A'" 
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group  could  gain  something  by  hiring  laborers  out  of  the 
B'"  and  the  C"  groups ;  and  they  would  be  quick  to  do 
it,  so  long  as  the  difference  in  wages  continued.  There  is 
always  an  inducement  to  create  more  of  an  article  when 
the  price  of  it  is  high ;  and  there  is  also  an  inducement 
to  import  labor  into  the  group  in  which  wages  are  high. 
The  complete  adjustment  which  the  eaiiy  economists 
really  had  in  mind  is  never  completed  until,  first,  every 
article  sells  for  its  cost,  and,  secondly,  the  cost  of  the 
agents  of  production,  labor  and  capital,  is  uniform 
throughout  the  system.  One  employer  pays  as  much  for 
labor  of  a  given  grade  as  does  another,  and  they  all  pay 
the  same  rate  of  interest. 

A  static  society,  then,  is  in  a  no-profit  slate ;  and  it  is 
a  state  of  uniform  productivity  for  labor  and  of  uniform 
productivity  for  capital.  These  conditions  account  for 
the  absence  of  movement  between  the  gi-oups.  They  tell 
us  clearly  why  labor  does  not  go  from  A'"  to  B'"  or  else- 
where. There  is  a  universal  equilibrium.  The  induce- 
ment to  move  labor  or  capital  in  one  direction  equals  the 
inducement  to  move  it  in  any  other  direction.  Each  unit 
of  labor  remains  in  situ^  and  each  unit  of  capital  does  the 
same. 

If  we  had  time  further  to  describe  this  static  condition, 
we  should  reveal  a  number  of  things  about  it  that  are 
essential  to  the  understanding  of  the  dynamic  state.  The 
classical  economists  presented,  under  the  head  of  natural 
valued,  an  incomplete  conception  of  a  static  society.  If 
they  had  gone  far  enough,  they  would  have  discovered  the 
law  of  Wages  and  Interest  in  the  same  way.  Values  are 
natural,  in  the  classical  sense,  when  nobody  makes  a  profit, 
and  when  labor  and  capital  are  as  productive  in  one  place 
as  they  are  in  another.  Wages  are  natural,  if,  in  this  con- 
dition, labor  gets  exactly  what  it  creates.  Interest  is  nat- 
ural, if  capital  also  gets  what  it  creates. 

If  a  regime  of  equalized  productivity  is  also  a  condition 


Digitized  by  VjOOQIC 


Id2  QUARTERLY  JOURNAL  OF  ECONOMICS 

of  naturally  rewarded  productivity, —  if  it  is  a  condition  in 
which  labor  gets,  as  wages,  exactly  what  it  creates,  and  in 
which  capital  gets,  as  interest,  exactly  what  it  creates, — 
then  the  conception  of  a  static  state  is  complete.  There 
are  no  profits  in  such  a  state,  and  there  is  no  movement  of 
the  economic  agents  from  point  to  point  in  the  system. 
By  these  signs  we  know  it. 

Of  course,  we  cannot  here  go  into  the  proof  that  such  a 
state  as  the  one  that  we  have  just  described  is  in  fact  the 
one  towards  which,  at  every  point,  society  is  tending.  A 
volume  on  Social  Economic  Statics  should  furnish  the 
proof  of  this  fact.  What  we  are  trying  now  to  accom- 
plish is  to  show  what  is  the  content  of  the  second  division 
of  economic  theory,  where  the  science  is  divided  in  the 
manner  that  we  have  suggested.  It  discusses  Values, 
Wages,  and  Interest  in  a  static  condition  of  society.  It 
discusses  Profits,  to  the  extent  of  showing  that  in  a  static 
condition  there  are  none.  The  task  is  completed  when  it 
has  done  these  things.  It  rigidly  keeps  out  of  sight 
change,  movement,  friction,  disturbance,  reorganization, 
—  everything  that  comes  under  the  head  of  Dynamics. 

We  now  undertake  to  say,  in  a  general  way,  what  is  the 
content  of  the  third  division  of  economic  theory.  It  occu- 
pies itself  with  those  changes  which  the  static  division 
omits.  It  describes  variations  in  which  actual  life 
abounds.  If  we  are  to  describe  it  within  any  brief 
compass,  we  shall  have  to  assume  that  our  theory  of 
economic  statics  is  the  true  one,  and  that  profits  do  tend 
to  vanish,  that  values  do  tend  to  adjust  themselves  to 
cost,  and  that  wages  and  interest  do  tend  to  adjust  them- 
selves according  to  the  specific  products  of  labor  and  of 
capital. 

Even  if  we  were  wrong  in  these  assumptions,  there 
would  still  have  to  be  a  static  division  of  the  science,  and 
also  a  dynamic  one.  If  values,  wages,  and  interest  did  not 
tend  to  conform  to  the  standards  that  we  have  here  de- 
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scribed,  they  would  certainly  tend  to  conform  to  some 
standards  ;  and  any  standards  that  they  could  attain,  and 
that,  in  the  absence  of  social  changes,  they  coidd  hold, 
would  be  static  ones.  We  shall  assume  that  our  theory  is 
correct,  and  that  cost  values,  on  the  one  hand,  and  pro- 
ductivity wages  and  interest,  on  the  other,  tend  univer- 
sally to  prevail.  We  shall  assume  that,  if  we  could  stop 
the  progress  of  the  world,  and  let  competition  act  in  ideal 
perfection,  society  would  take  the  static  shape  and  hold  it 
forever. 

Five  comprehensive  changes  would  have  to  be  brought 
to  an  end,  in  the  actual  world,  if  this  were  to  happen. 
First,  labor  and  capital  would  have  to  stop  increasing  in 
quantity.  The  population  of  the  world,  the  amount  of  its 
accumulated  wealth,  would  have  to  remain  forever  fixed. 

Secondly,  methods  of  production  would  have  to  stop 
changing.  We  should  have  to  put  a  quietus  on  inventive 
activity.  Let  there  be  no  new  kinds  of  productive  ma- 
chinery. Let  the  earth  be  tilled  forever  in  the  manner  in 
which  it  is  tilled  to-day,  and  let  the  shops  and  the  mills  go 
on  forever  doing  exactly  what  they  are  now  doing,  and  in 
precisely  the  same  manner.  Let  there  be  productive  ac- 
tion, but  no  change  in  the  mode  of  this  action. 

Thirdly,  there  would  have  to  be  no  change  in  the  rela- 
tions that  men  sustain  to  each  other  in  the  process  of 
organized  production.  The  big  establishment  would  have 
to  stop  swallowing  the  little  one ;  and  this  involves  the 
condition  in  which  there  are  no  little  ones  surviving,  ex- 
cept those  which,  for  local  reasons,  can  hold  their  own  in 
competition  with  larger  ones. 

Fourthly,  there  must  be  no  changes  in  the  character  of 
the  wants  to  be  gratified.  Humanity  must  stop  that  men- 
tal progress  which  forever  multiplies  and  refines  its  wants, 
and  makes  it  necessary  to  produce  things  in  ever-increas- 
ing variety.  In  the  static  society  the  quantity  of  the  pro- 
ductive agents,  the  method  of  their  action,  the  form  of 
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their  organization,  and  the  wants  that  they  supply  are 
fixed.  With  either  one  of  these  elements  changing,  the 
regime  of  cost  values  and  of  uniformity  in  the  product  and 
the  pay  of  labor  comes  to  an  end. 

The  static  state  is  imaginary.  It  is  like  the  level  of  sur- 
face of  the  sea  that,  in  an  imaginary  way,  we  can  project 
through  the  waves  on  a  stormy  day.  If  the  winds  were  to 
stop,  the  sea  would  actiially  take  a  level  and  glassy  sur- 
face ;  and  this  would  correspond,  in  height  and  form,  to 
the  static  surface  that  we  have  imagined.  So,  if  economic 
changes  and  disturbances  were  to  cease,  the  producing 
groups  would  take  the  static  adjustment  that  theory  calls 
for ;  and,  as  we  have  said,  the  test  peculiarities  of  that 
adjustment  are  these:  values  would  always  correspond  to 
cost ;  there  would  be  no  profits ;  wages  would  be  uniform 
in  the  different  groups;  interest  would  be  uniform;  wages 
and  interest  would  correspond  accurately  with  the  prod- 
ucts that  can  be  severally  attributed  to  labor  and  to 
capital. 

In  the  actual  condition  in  which  dynamic  influences 
have  left  the  world  there  can  be  no  general  ^^correspond- 
ence  of  values  and  costs.  Even  the  costs  of  one  article, 
as  it  is  produced  by  different  entrepreneurSy  are  not  uni- 
form. In  every  subgroup  there  are  establishments  that  are 
creating  the  product  more  cheaply  than  others  can  make 
it.  With  the  same  market  price  for  the  article  some  es- 
tablishments run  at  a  profit,  and  some  at  no  profit.  A 
few  may  be  running  at  a  loss.  Which  of  the  various  costs 
is  the  one  towards  which  values  are  tending  ?  It  is  cei> 
tainly  not  the  costs  in  the  pooi-est  establishments;  for 
these  are  losing  money,  and  must  soon  reduce  their  costs 
or  get  out  of  the  field.  It  is  not  the  cost  of  the  no-profit 
establishments;  for  these,  unless  they  change  their 
methods,  will  soon  be  in  the  same  condition, —  that  of 
being  obliged  to  stop  running.  The  better  establishments 
are  increasing  their  output  of  goods  and  lowering  the 
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prices,  and  this  will  soon  make  the  no-profit  establish- 
ments to  become  losing  ones.  The  establishment  that 
makes  no  profit  to-day  will  incur  a  loss  later,  and  will  stop 
running  altogether  still  later.  This  is  one  type  of  change 
that  is  going  on  in  a  dynamic  state. 

The  standai'd  towards  which  prices  are  tending  is  not 
even  the  present  cost  in  the  best  establishment ;  for  thia 
establishment  is  steadily  enlarging  its  output,  and  with 
the  enlargement  itself  there  comes  additional  cheapness. 
It  is  the  cost  that  will  be  incurred  in  the  best  establish- 
ment, when  that  shall  have  enlarged  its  output  to  the  full 
extent  called  for  by  static  law.  Let  improTement  in 
methods  cease ;  let  all  other  dynamic  changes  cease  also ; 
let  a  limited  number  of  the  better  establishments  in  each 
group  gather  to  themselves  nearly  all  the  business  of  that 
group ;  let  snjaller  establishments  survive  when  they  can 
cater  to  a  certain  local  business  and  secure  a  certain  addi- 
tional price ;  let  costs  everywhere  equal  values ;  and  let 
values,  for  a  particular  product  in  a  particular  place,  be 
uniform.  Then  we  shall  have  reached  the  static  adjust- 
ment towards  which  the  actual  and  practical  world  is^ 
under  mere  competition,  tending. 

It  is  prevented  from  ever  reaching  that  state.  Let  us 
see  how  this  occurs.  Let  us  take  a  single  one  of  the 
disturbances  that  makes  society  dynamic,  and  trace  its 
effects.  Let  us  suppose  that  a  mechanical  invention 
occurs,  and  that  it  multiplies  the  product  of  labor.  It 
yields  a  profit  to  the  establishment  that  first  uses  it,  but 
this  profit  is  held  by  a  precarious  tenure.  It  will  vanish 
when  the  output  of  the  goods  shall  have  become  so  large 
that  the  price  of  them  will  conform  to  the  new  and  re- 
duced cost.  Establishments  having  inferior  methods  wOl 
then  have  disappeared. 

What  will  have  become  of  this  profit  ?  In  common  lan- 
guage, it  is  said  it  will  have  given  itself  over  to  the  public 
in  the  shape  of  cheaper  goods.    Another  way  of  saying 
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the  sam^  thing  is  that  it  will  haye  added  something  to  the 
value  of  all  other  products.  When  the  output  of  A'"  is 
doubled,  the  value  of  B'"  and  that  of  C"  are,  by  so  much, 
increased.  Labor  and  capital  in  B'"  and  C"  are  virtually 
producing  more  wealth  than  they  were  doing,  though  they 
are  producing  the  same  amounts  of  goods.  Moreover, 
labor  and  capital  even  in  A'"  are  producing  amounts  that 
conform  to  the  increased  products  in  B'"  and  C".  All 
labor  and  capital  are,  therefore,  more  productive  than  they 
were  before.  The  profit  that  has  vanished,  under  the 
influence  of  competition,  has  accrued  entirely  to  laborers 
and  capitalists.  It  is  an  increment  of  wages  and  interest. 
In  disappearing  as  a  profit,  it  has  increased  the  pay  of 
every  workman  and  capitalist  in  the  system. 

How  can  the  entrepreneurs  perpetuate  their  gains  if 
they  have  no  monopoly  ?  They  can  only  do  it  by  continu- 
ing to  make  improvements  in  the  processes  of  production. 
Economy  must  follow  economy,  if  the  gains  of  entre- 
preneurs as  such  are  to  be  anything.  By  a  perpetual 
series  of  improvements  the  entrepreneurs  may  have  an 
income  that  will  continue,  as  it  would  do  if  they  made 
only  one  improvement  and  had  a  monopoly  of  it.  A  per- 
petual series  of  such  improvements  will  keep  the  costs  of 
goods  below  their  selling  prices.  It  will  keep  costs  tend- 
ing always  downward,  and  prices  pursuing  them.  The 
prices  will  never  catch  up  with  the  costs  in  the  downward 
movement. 

There  are  innumerable  problems  here  that  we  have  not 
time  even  to  state.  It  is  unlikely  that  the  series  of  im- 
provements that  perpetuates  profit  will  long  continue  to 
be  made  by  a  single  establishment.  In  the  race  for  econ- 
omy, one  entrepreneur  will  get  ahead,  then  another,  and 
then  another.  The  profits  of  one  establishment  may  van- 
ish, and  yet  a  surplus  gain  of  this  kind  may  always  exist 
somewhere  within  the  subgroup  to  which  that  establish- 
ment belongs.    Moreover,  it  is  conceivable  that  aU  profit 
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might  vanish  within  a  subgroup,  at  a  particular  date,  and 
that  it  might  reappear  later.  Profits  then  might  be  inter- 
mittent :  they  might  disappear,  and  appear  again.  At  the 
vanishing-point,  values  would  momentarily  correspond  with 
costs ;  but,  with  the  next  further  economy  in  production 
that  should  be  made,  costs  would  get  ahead  of  values 
in  the  descent. 

As  a  rule,  profits  vary  from  time  to  time  in  amount,  but 
always  exist  somewhere  within  a  producing  group.  Profit 
from  any  one  cause  vanishes,  and  adds  itself  to  wages  and 
interest;  but  profit,  as  a  variety  of  income,  perpetuates 
itself  by  an  endless  series  of  improvements. 

This  means  increasing  gains  for  labor.  Wages  at  this 
moment  are  not  so  high  as  they  will  be  when  the  profit 
that  exists  at  this  moment  shall  have  added  itself  to 
wages  and  interest.  By  the  time  that  that  shall  have 
been  done,  moreover,  a  new  profit  will  have  come  into 
existencct  calling  for  a  further  rise  in  wages. 

The  dynamic  standard  of  wages,  then,  is  an  endless 
series  of  static  standards,  each  one  of  which  is  higher  than 
the  preceding  one.  The  standard  of  pay  for  labor  is  ris- 
ing; and  the  actual  rate  of  pay  is  pursuing  it,  but  is 
always,  by  a  certain  interval,  behind  it.  Dynamic  science 
studies  the  interval  and  the  rate  of  movement.  It  tells 
why  the  standard  rises,  why  the  actual  rate  pursues  it,  and 
why  it  does  not  overtake  it. 

The  rate  of  interest  would  also  be  a  rising  one  if  econ- 
omies in  production  only  were  to  be  considered ;  but,  by 
profits  and  otherwise,  great  quantities  of  new  capital  are 
coming  into  existence,  and  this  overcomes  the  influence 
on  the  rate  of  interest  which  improvement  alone  exerts. 
The  amount  of  interest  increases,  like  the  amount  of 
wages;  but  the  rate  of  interest  tends  downward.  This 
downward  tendency,  however,  is  the  result  of  a  second 
dynamic  influence,  and  one  that  we  are  not  now  consider- 
ing.    If  there  were  nothing  to  be  studied  except  improve- 
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ments  in  method,  both  the  rate  of  wages  and  the  rate  of 
interest  would  be  forever  pursuing  rising  standards, 
though  the  two  standards  would  rise  with  different 
degrees  of  rapidity. 

The  origin  and  the  destination  of  profit  is  one  chief  sub- 
ject of  Economic  Dynamics.  That  science,  if  it  were  com- 
plete, would  examine  seriatim  the  various  changes  that 
bring  profit  into  existence,  and  the  mechanism  by  which, 
under  the  influence  of  competition,  that  profit  is  ultimately 
diffused  throughout  the  whole  of  society.  It  would  study 
the  effects  of  this  diffusion  on  wages  and  interest. 

We  have  said  that  the  interval  between  the  actual  rate 
of  wages  and  interest  and  the  standards  towards  which 
they  are  tending  is  a  subject  for  such  a  science*  So  is 
the  rapidity  with  which  the  standards  change.  In  these 
studies  disturbances  and  friction  have  to  be  considered. 
Everything  that  interferes  with  the  creation  of  normal 
profit,  and  everything  that  checks  the  diffusion  of  it  and 
renders  the  increase  of  wages  and  interest  smaller  than  it 
would  otherwise  be,  is  to  be  included  in  the  scope  of  the 
theory.  Monopolies  and  jtta^i-monopolies  act  in  this  way. 
A  fluctuating  and  untrustworthy  currency  does  so.  Un- 
intelligent import  duties  and  bad  taxes  generally  do  the 
same  thing,  and  so  do  many  other  influences. 

It  is  to  be  noted  that  the  plan  of  division  that  we  have 
here  suggested  applies  primarily  to  the  pure  theory  of 
Economics.  Whenever,  for  purposes  of  convenience,  it  is 
desirable  to  separate  the  treatment  of  such  practical  ques- 
tions as  the  currency,  the  tariff,  taxation,  from  the  treat* 
ment  of  Economic  Theory,  and  to  present  each  one  in  a 
book  or  a  part  of  a  book  by  itself,  then  each  one  of  these 
practical  questions  may  be  treated,  first,  in  a  static  way, 
and  then  in  a  dynamic  way.  In  connection  with  the  cur- 
rency, for  example,  it  is  possible  to  assume,  first,  that  soci- 
ety is  generally  in  a  static  state,  and  that  the  volume  and 
the  quality  of  the  circulating  medium  remain  unchanged. 
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The  static  laws  of  currency  may  be  completely  examined 
under  this  hypothesis.  Then  changes  in  the  volume  of 
the  currency  and  in  the  volume  of  business  may  be  intro- 
duced, and  the  effect  of  such  changes  may  be  noted.  The 
treatment  of  particular  practical  questions  may  thus  be 
isolated,  and  each  question  may  be  discussed  by  itself;  or, 
on  the  other  hand,  the  static  phase  of  such  a  subject  may 
be  discussed  in  the  general  division  of  Static  Economics, 
and  the  dynamic  phases  may  be  treated  in  connection  with 
Dynamic  Economics.  Under  this  latter  plan  the  whole 
of  economic  science,  theoretical  and  practical,  would 
arrange  itself  in  the  three  divisions  that  we  have  sug- 
gested. There  is,  however,  much  latitude  admissible  in 
discussing  particular  questions  of  applied  science.  What 
is  clear  is  that  each  of  these  questions  must,  in  some  way, 
be  treated  first  statically  and  then  dynamically ;  and  what 
is  further  clear  is  that  none  of  them  can  be  treated  in- 
telligently and  completely,  unless  the  treatment  is  pre- 
ceded by  the  study  of  Economic  Theory,  both  static  and 
dynamic.  It  is  the  pure  theory  alone  that  we  have  had 
chiefly  in  mind.  A  natural  arrangement  of  this  branch 
of  the  science,  as  we  claim,  presents :  first,  the  universal 
principles;  secondly,  the  static  principles;  and,  thirdly, 
the  dynamic  principles. 

We  have  stated  that  five  comprehensive  changes  con- 
stitute the  dynamic  movement.  The  theory  of  Dynamic 
Economics  must  study  each  one  of  these  generic  move- 
ments separately ;  and  it  must  then  study  them  in  combi- 
nation of  each  other,  and  see  what  resultant  effects  they 
all  produce.  This  involves  a  myriad  of  detailed  studies 
that  we  cannot  even  specify.    Dynamic  science  is  limitless. 

Some  of  the  most  important  applications  of  this  theory 
have  reference  to  the  relation  of  different  parts  of  the 
world  to  each  other.  We  have  spoken  of  society  without 
defining  the  limits  of  it.  Does  it  mean  the  whole  world? 
In  a  sense,  it  does  so,  since  there  is  no  part  of  the  inhabited 
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earth  that  could  be  turned  into  a  desert  or  sunk  beneath 
the  sea,  without  producing  effects  that  would  be  felt  in 
every  other  part  of  the  world.  This  interdependence  goes 
to  make  the  whole  world  a  society.  Yet,  if  society  in- 
cludes all  men,  it  is  certain  that  some  of  them  are  very 
slow  to  feel  the  effects  of  economic  influences  that  origi- 
nate in  quarters  remote  from  where  they  live.  A  profit 
created  by  a  Yankee  invention  does  not,  within  any  time 
that  we  have  to  consider,  raise  wages  perceptibly  in  equa- 
torial Africa.  We  are  studying  and  are  obliged  to  study 
effects  that  are  realized  within  short  periods ;  and,  there- 
fore, we  have  to  draw  some  limits  around  the  society  that 
we  are  describing. 

On  what  lines  does  this  delimitation  of  society  proceed  ? 
The  world  is,  in  fact,  divided  and  subdivided  in  a  very 
complex  way ;  but,  for  the  purpose  of  illustrating  dynamic 
laws,  a  very  simple  division  may  be  made.  There  is  an 
economic  centre  of  the  world.  The  distinguishing  thing 
about  it  is  that  competition  is  very  active  within  it.  Labor 
and  capital  move  to  and  fro  readily,  and  profits  that  origi- 
nate anywhere  within  this  centre  produce  their  effects,  in 
raising  the  pay  of  all  laborers  and  capitalists,  within  rela- 
tively short  periods. 

Around  this  centre  there  is  an  outer  zone,  which  is  sep- 
arated from  the  centre  by  certain  barriers.  Competition 
within  this  zone  is  comparatively  sluggish,  and  competi- 
tion between  this  zone  and  the  centre  is  particularly  so. 
Labor  and  capital  do  not  readily  migrate  across  the  boun- 
dary. Methods  of  production  originating  within  the  cen- 
tre are  not  readily  assimilated  in  the  outer  zone.  It  is  a 
long  time  before  the  profit  realized  by  the  entrepreneurs 
of  the  central  area  affects  workmen  and  capitalists  in  the 
outlying  area ;  yet  in  the  end  it  does  reach  them.  Labor 
and  capital  do  migrate  across  the  boundary.  Methods  are, 
now  and  then,  assimilated.  An  invention  made  in  the 
highly   civilized  region  will,  sooner  or  later,  affect  the 
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eoonomy  of  the  less  adyanced  one.  If  we  could  wait  long 
enough,  we  should  perhaps  see  a  large  number  of  the  im- 
provements that  have  recently  been  made  in  productive 
processes  adopted  within  that  zone  in  which  the  processes 
are  now  much  more  primitive. 

Beyond  this  outer  zone  there  is  an  outermost  area, —  the 
unlimited  remainder  of  the  world.  Between  this  outer- 
most area  and  the  central  one  there  will  be,  within  any 
period  that  we  care  to  consider,  no  connection  except  a 
trading  one.  Trade  between  the  centre  and  the  outer- 
most area  is  particularly  profitable,  for  the  industries  of 
the  two  sections  are  of  widely  different  types ;  but  within 
the  period  to  which  we  limit  our  studies  there  will  be  no 
other  connection  of  any  importance  between  these  areas. 

A  peculiarity  of  this  rude  mode  of  division  of  the  eco- 
nomic world  is  the  fact  that  the  boundary  lines  are  not 
fixed,  but  are  forever  extending.  The  centre  is  annexing 
belt  after  belt  of  the  outer  zone,  and  the  outer  zone  is  an- 
nexing belts  of  the  outermost  zone.  Ultimately,  perhaps, 
in  that  dim  and  distant  period  in  which  dynamic  law  shall 
have  absolutely  completed  its  work,  the  centre  may  have 
annexed  the  whole  of  the  outer  zone ;  and  this  outer  zone 
itself,  as  thus  annexed,  may  have  already  included  all  of 
the  outermost  area  that  is  capable  of  annexation. 

The  economic  centre  of  the  world  would,  in  this  case, 
include  the  whole  temperate  area  of  the  inhabited  globe, 
in  both  hemispheres ;  while  the  unassimilated  remainder 
of  the  world  would  be  contiguous  to  the  equator  and  to 
the  two  poles. 

The  graphic  arrangement  of  the  world  in  concentric 
circles  or  zones  is,  of  course,  a  mere  figure.  It  is  designed 
to  express  the  thought  that  some  parts  of  the  world  are 
very  intimately  associated  with  each  other,  and  other  parts 
are  divided  from  these  parts  by  something  that  makes 
economic  influences  in  the  former  parts  less  efiScient  in 
the  latter.    Very  irregular  is  the  geographic  shape  of  what 
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we  have  called  the  economic  centre  of  the  world,  and  still 
more  irregular  are  the  shapes  of  the  outer  parts  of  it. 

The  most  characteristic  fact  about  these  zones  is  that 
profit  may  originate  and  diffuse  itself  again  and  again  in 
the  central  area  before  making  much  impression  elsewhere. 
If  we  follow  the  effect  of  a  particular  profit,  originating, 
for  example,  in  the  invention  and  ujse  of  a  particular 
machine,  we  shall  find  that  it  is,  at  first,  held  bj  certain 
entrepreneurs.  They  hold  it,  as  we  have  said,  by  a  pre- 
carious tenure.  Soon  it  will  be  an  addition  to  wages  and 
interest  within  the  central  area.  Laborers  and  capitalists 
here,  however,  in  their  turn,  hold  this  gain  by  a  precarious 
tenure.  That  slow  action  of  the  economic  law  by  which 
influences  from  the  centre  make  themselves  felt  in  the 
outer  zone  will,  in  the  end,  give  the  laborers  and  capital- 
ists there  a  share  of  the  benefit.  Long  before  that  has 
happened,  however,  further  improvements  will  have  been 
made ;  and  they  will  have  raised  wages  and  interest  within 
the  centre  to  a  still  higher  level. 

Already,  then,  we  see  three  divisions  through  which 
profit  must  pass.  It  is,  first,  a  gain  in  the  hands  of  erUre- 
preneurs  within  that  economic  section  where  improve- 
ments originate.  It  is,  next,  the  increment  of  wages  and 
interest  within  that  same  section.  It  is,  thirdly,  made  to 
become  in  part  an  increment  of  wages  and  interest  Svithin 
the  outer  section. 

Profit  can  only  perpetuate  itself  by  means  of  an  endless 
series  of  improvements.  We  leave  monopoly,  for  the  time, 
out  of  mind,  and  in  doing  so  can  find  only  one  way  in 
which  the  entrepreneurs^  as  a  class,  can  perpetuate  their 
income.  It  is  by  making  a  new  economy  in  production 
before  the  fruits  of  earlier  economies  have  entirely  gotten 
away  from  them. 

The  premium  on  wages  and  interest  in  the  central  area, 
which  keeps  them  above  wages  and  interest  in  the  outer 
zone,  may  be  called  gwaai-profit.    It  is  the  entrepreneurs* 
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gains  as  surrendered  to  the  laborers  and  capitalists  in  a 
favored  region.  These  classes  hold  each  particular  part 
of  the  quasi-pro&t  transiently.  Sooner  or  later  the 
laborers  and  capitalists  of  the  surrounding  area  will  share 
it  with  them ;  but  this  does  not  mean  that,  in  the  whole 
great  area,  wages  and  interest  will  ever  be  at  a  level. 
Qiea«i-profit,  like  profit  itself,  may  exist  forever  by  means 
of  an  endless  series  of  accretions. 

Here,  then,  are  two  permanent  incomes,  each  specific 
part  of  which  is  held  only  transiently.  JSntrepreneurs 
cannot  long  keep  a  particular  profit.  Workmen  and  capi- 
talists cannot  forever  keep  a  particular  gain  when  it  has 
become  a  jwaw-profit.  Nevertheless,  entrepreneurs  will 
never  be  without  profit;  and  laborers  and  capitalists  of 
the  centre  need  not  ever  be  without  quasi-profit.  It  is  all 
a  question  of  leadership  in  the  economic  advance  that  the 
world  is  making.  The  competing  entrepreneurs  that  keep 
ahead  of  others  in  the  race  for  improvement  may  have  sur- 
plus gains  forever.  The  regions  of  the  world  that  keep 
ahead  of  other  regions  may  have  surplus  gains  forever. 

There  are  innumerable  questions  to  be  solved  concern- 
ing the  relations  of  the  great  areas  of  the  world  to  each 
other,  and  the  changes  that  are  taking  place  in  those  rela- 
tions. Particularly,  at  this  date,  are  there  questions  of 
much  importance  concerning  the  relation  of  the  economic 
centre  to  the  very  outermost  areas  of  organized  life. 
Governments  are  taking  action  that  vitally  affects  these 
relations.  A  mere  enumeration  of  the  detailed  problems 
that  this  presents  would  make  an  article  of  considerable 
length.  It  is  enough,  however,  for  our  purpose,  if  we 
have  described  the  character  of  the  work  that  properly  be- 
longs :  first,  to  the  Universal  Economic  Theory;  secondly, 
to  the  theory  of  Economic  Statics;  and,  thirdly,  to  the 
theory  of  Economic  Dynamics. 

John  B.  Clabk. 
Columbia  Ukivsrbitt,  New  Tork. 
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THE  UNITED  STATES  TREASURY  IN  1894-1896 .♦ 

I  PBOPOSE  in  the  present  paper  to  consider  some  aspects 
of  the  recent  financial  history  of  the  United  States,  and 
more  particularly  some  of  the  monetary  operations  of  the 
Treasury  during  the  years  of  depression  that  followed 
the  crisis  of  1898.  The  salient  events  of  the  period, — 
the  struggle  with  a  declining  revenue,  the  continued  drain 
on  the  gold  holdings,  the  repeated  danger  of  the  Treas- 
ury's collapse,  the  successive  loans  needed  to  save  it  from 
virtual  bankruptcy, —  these  are  fresh  in  the  memory  of  all. 
I  wish  to  direct  attention  to  one  phase  that  has  perhaps 
not  received  due  attention.  This  is  the  mode  in  which 
the  Treasury  dealt  with  the  outstanding  legal  tender  notes 
during  the  years  in  question,  and  more  particularly  during 
the  years  1895  and  1896.  An  attentive  examination  of 
this  phase  of  the  history  will  bring  into  strong  light  the 
difficulties  under  which  the  Treasury  inevitably  labors 
under  our  present  anomalous  system  or  lack  of  system, 
and  it  may  also  bring  some  light  on  mooted  points  in  the 
general  theory  of  money  and  banking. 

The  appended  chart  will  make  it  easier  for  the  reader 
to  follow  the  movements  to  which  I  wish  to  direct  atten- 
tion. The  two  lines  show  what  were  the  holdings  of  gold 
and  of  legal  tender  notes  by  the  United  States  Treasury 
from  1893  to  1898.  The  unbroken  darker  line  shows  the 
holdings  of  gold,  the  dotted  lighter  line  those  of  legal 
tender  notes.  In  both  cases  the  figures  on  which  the 
chart  is  based  are  those  of  the  net  holdings  at  the  close 
of  each  month.  For  the  gold  the  line  thus  indicates  the 
net  holdings  of  gold  coin  and  bullion  by  the  Treasury, 
less  gold  certificates  outstanding.  For  the  legal  tender 
notes  the  line  indicates  the  holdings  of  United  States 

*Bead  at  the  meetiiig  of  the  American  Eoonomio  Aasooiation,  Dec.  28, 1896. 
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notes  and  Treasury  notes  of  1890,  less  currency  certifi- 
cates outstanding.  In  the  Treasury  statements  the  two 
kinds  of  legal  tenders  —  United  States  notes  and  Treas- 
ury notes  —  are  commonly  stated  in  separate  columns; 
and  care  is  not  always  taken  to  show  that  the  gross  hold- 
ings at  any  time  must  be  coiTected  for  the  outstanding 
currency  certificates.  In  constructing  the  chart,  figures 
have  been  used  which  show  the  net  legal  tenders  held  by 
the  Treasury.  The  two  kinds  of  legal  tender  notes,  being 
in  almost  all  respects  identical,  have  been  added  together 
for  the  respective  dates ;  and  the  net  holdings  have  then 
been  made  out,  as  in  the  case  of  gold,  by  deducting  the 
amount  of  currency  certificates  held  by  the  public* 

First,  as  to  the  gold  holdings.  The  lines  of  the  chart 
bring  into  sharp  relief  the  checkered  history  of  the  Treas- 
ury in  its  endeavors  to  maintain  a  gold  reserve.  The 
continued  drain  on  its  holdings  led  to  repeated  depletion 
and  to  the  four  successive  loans  of  1894-96.  At  the 
beginning  of  1898  the  stock  stood  at  about  100  millions. 
After  a  year  it  had  so  fallen  that  in  February,  1894,  the 
first  loan  was  made  by  the  Issue  of  50  millions  of  5  per 
cent,  bonds ;  and  the  stock  was  thus  brought  above  100 
millions.  It  soon  began  to  fall,  however;  and,  by  the 
close  of  the  year  (November),  another  loan  of  50  millions 
was  necessary,  once  more  bringing  the  line  on  the  chart 
above  the  100  miUion  mark.  Again,  and  this  time  with 
a  rapidity  almost  fatal,  the  stock  sank ;  and  within  three 
months  a  third  loan  had  to  be  made, —  the  much-<liscussed 
syndicate  loan  of  February,  1895.  For  a  while  the  special 
stipulations  made  in  this  case  with  the  lenders,  designed 
to  prevent  the  dissipation  of  the  dearly  bought  supply, 

*  Currency  certifioatos  are  authorized  only  on  the  deposit  of  United  States 
notes ;  i.e.,  of  the  legal  tender  paper  which  dates  from  the  Civil  War.  No  cer- 
tificates may  be  put  forth  against  the  Treasury  notes  iasned  under  the  act  of 
1890.  Hence,  strictly  speaking,  the  net  legal  tenders  in  the  Treasury  consist 
of  (a)  the  United  States  notes  held,  less  currency  certificates  outstanding,  (6)  aU 
the  Treasury  nott.  . 
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seemed  to  secure  the  desired  end.  During  six  months  the 
stock  remained,  if  not  amply  adequate,  at  least  at  a  decent 
point.  But  by  the  close  of  1895  and  the  beginning  of 
1896,  a  fourth  fall  took  place ;  and  in  February,  1896,  a 
fourth  loan  was  made,  this  time  the  subscription  loan  of  100 
millions.  At  last  the  end  seemed  to  be  attained :  the  gold 
of  the  Treasury,  though  somewhat  depleted  in  midsummer 
of  1896,  remained  above  the  100  million  mark,  and  in  the 
latter  part  of  the  year  rose  sharply.  Through  the  follow- 
ing year  (1897)  it  was  steadily  high,  and  for  the  time  being 
apprehensions  regarding  it  ceased. 

Turn  now  to  the  other  line  on  the  chart.  The  changes 
there  indicated,  though  much  less  noticed  in  general  dis- 
cussion, are  no  less  significant.  The  holdings  of  legal 
tender  notes  by  the  Treasury  undergo  fluctuations  as 
great  as  those  in  its  holdings  of  gold.  At  the  outset,  in 
the  beginning  of  1898,  the  stock  was  small,  exceptionally 
small.  The  inadequacy  of  the  revenue  of  the  Treasury  to 
meet  its  current  expenses  had  begun  to  appear  as  early 
as  this,  in  the  closing  months  of  President  Harrison's 
administration ;  and  the  cash  on  hand  for  ordinary  ex- 
penses was  at  a  low  ebb.  The  stock  remained  small 
through  1898;  but  in  1894  it  rose  sharply  and  almost 
continuously,  and  by  the  opening  of  1895  the  Treasury 
held  some  85  millions  of  legal  tenders.  After  a  decline . 
in  the  first  half  of  this  year  (1895)  the  stock  again  rose, 
passed  the  100  million  mark  before  the  year  was  out,  and 
remained  at  some  such  figure  through  the  greater  part  of 
1896.  For  a  period  of  about  a  year  —  from  November 
of  1895  to  October  of  1896 — the  Treasury  locked  up  in 
its  vaults  continuously  the  huge  sum  of  100  millions  of 
legal  tender  notes.  Not  until  the  close  of  1896  was  any 
serious  inroad  made  on  this  accumulation.  Then  a  sud- 
den drop  took  place,  some  50  millions  of  legal  tenders 
were  let  loose  within  three  months,  and  the  holdings 
shrank  to  dimensions  still  large,  but  not  so  obviously  in 
excess  of  any  possible  requirements  for  current  expenses. 
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It  is  to  the  sigDificance  of  the  changes  in  these  holdings 
of  legal  tender  notes  that  I  wish  chiefly  to  direct  attention. 
It  seems  the  more  worth  while  to  do  so  because  the  public 
documents  and  reports  issued  by  the  Treasury  tell  us 
singularly  little  on  the  subject.  Evidently,  in  the  fiscal 
year  1895-96,  a  very  important  part  of  the  Treasury's 
operations  was  the  accumulation  and  retention  in  its 
vaults  of  some  100  millions  of  notes.  Yet,  while  the 
fluctuations  in  the  gold  stock  are  much  discussed,  those 
in  the  note  holdings,  though  quantitatively  quite  as  im- 
portant, receive  no  mention.  Neither  in  the  reports  of 
the  Secretary  of  the  Treasury  nor  in  those  of  the  Treas- 
urer is  there  one  word  of  reference  to  this  striking  part  of 
the  Treasury's  doings.  Nor  is  much  said  on  the  subject 
in  the  commercial  and  financial  journals.  The  curious 
inquirer  must  ferret  out  the  facts  in  the  cumbrous  statis- 
tical statements  from  the  Treasury,  and  must  then  seek 
an  explanation  of  the  movement  for  himself. 

Let  us  now  recall  some  of  the  industrial  phenomena 
of  those  years.  The  sunmier  of  1893  witnessed  an  acute 
commercial  crisis,  which,  once  the  fever  had  run  its  course, 
was  followed  by  the  usual  period  of  lethargy  and  de- 
pression. During  the  crisis  itself,  cash  was  in  eager 
demand,  and  was  hoarded  by  individuals,  by  savings- 
banks,  and,  indeed,  by  the  commercial  banks  themselves ; 
for  there  was  a  partial  suspension  of  cash  payments  over 
the  counters  of  the  banks.  The  form  of  cash  which  was 
most  in  demand  was  the  legal  tender  note.  The  public 
was  BO  habituated  to  paper  money  for  its  daily  transac- 
tions that  gold  was  little  asked  for;  while  among  the 
banks  themselves  there  was  the  additional  factor  that 
gold  was  expected  in  many  quarters  to  go  to  a  premium, 
and  so  was  sparingly  paid  out.  The  stock  of  legal  tender 
notes  in  the  New  York  banks  shrank  from  60  to  22  mill- 
ions, while  that  of  the  Treasury  (as  the  chart  indicates) 
became  virtually  nil.     The  breakdown  in  the  ordinary 
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machinery  of  credit  was  such  that  cash  was  urgently 
called  for  by  individuals,  by  savings-banks,  by  country 
banks ;  and  the  total  of  the  legal  tender  issues  was  in  cir- 
culation, or,  at  least,  in  use  by  the  public. 

After  the  crisis  the  equally  familiar  phenomenon  of  a 
plethora  of  money  appeared.  With  cessation  of  the  acute 
stage,  and  with  the  ensuing  depression  in  industry,  the 
circulating  medium,  swollen  by  the  great  issues  of  Treas- 
ury notes  under  the  act  of  1890,  became  excessive.  The 
cash  not  needed  for  the  current  operations  of  trade,  and 
no  longer  called  for  by  the  extraordinary  demand  of  the 
crisis,  flowed  back  to  the  central  depositories  with  remark- 
able quickness  and  in  remarkable  quantities.  By  the 
close  of  October  in  1898  the  legal  tender  holdings  of  the 
New  York  banks  once  more  were  at  60  millions,  where 
they  had  stood  in  the  early  months  of  the  year.  The 
accumulation  continued  steadily,  and  before  the  year  was 
out  had  raised  these  bank  holdings  to  over  100  millions. 
For  some  time  thereafter,  and  especially  during  the  years 
1894  and  1895,  the  legal  tender  reserves  were  heavy,  re- 
maining for  many  months  at  a  time  at  a  figure  higher 
than  100  millions,  and  rising  not  infrequently  to  120  and 
180  millions.  "  Money  "  was  a  drug,  and  the  rate  of  dis- 
count was  at  the  minimum. 

Evidently,  the  movement  had  its  effect  on  the  Treasury, 
too;  and  the  accumulation  of  legal  tenders  in  its  handB 
was  part  of  the  same  phenomenon, —  the  redundancy  of 
the  currency.  But  the  accumulation  did  not  appear  so 
promptly  in  the  Treasury,  nor  did  it  continue  so  uninter- 
ruptedly; and  this  side  of  the  Treasury  operations  de- 
serves to  be  followed  with  more  detail. 

A  glance  at  the  chart  will  show  that  during  the  years 
1894  and  1895  the  Treasury  holdings  of  gold  and  of  legal 
tenders  move  inversely  to  .each  other.  When  the  paper 
line  goes  up,  the  gold  line  goes  down ;  and,  when  the  gold 
line  goes  up,  the  paper  line  goes  down.     Obviously,  it  is 
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to  be  expected  that  paper  should  accumulate  as  gold  is 
drawn  out.  Notes  being  presented  at  the  Treasury  for 
redemption,  they  take  the  place  of  gold  in  the  Treasury 
cash.  The  converse  movement  is  not  so  simple.  As  gold 
accumulates,  paper  shrinks, —  thus  in  the  autumn  of  1894 
and  again  in  the  spring  of  1895.  The  explanation  is  to  be 
found  partly  in  the  ordinary  position  of  the  Treasury  vnth 
relation  to  the  Mint  and  partly  in  the  extraordinary  fiscal 
difiSculties  of  the  Treasury  during  the  period  in  question. 
Ordinarily,  gold  which  is  brought  to  the  Mint,  whether 
from  domestic  mines  or  from  abroad,  is  paid  for  by  Treas- 
ury checks;  and  these  may  be  settled  at  the  clearing 
house  in  legal  tenders,  thus  causing  an  exchange  of  gold 
for  paper  in  the  Treasury  holdings.*  But,  in  addition, 
the  fiscal  position  of  the  Treasury  from  1898  to  1896  com- 
pelled it  to  pay  out  large  amounts  from  its  cash  on  hand. 
Current  expenses  then  exceeded  current  income,  and 
some  of  the  paper  for  which  gold  had  been  paid  out  was 
used  in  meeting  the  deficit.  The  precise  form  in  which 
this  came  about  was  that  the  Treasury  debit  at  the  New 
York  clearing  house  was  large,  and  that  the  existing  stock 
of  cash  (even  though  it  had  reached  the  government 
vaults  through  gold  redemptions)  had  to  be  drawn  on  to 
pay  the  balances.  The  notes  so  paid  out  were  turned 
into   the  already  surcharged  reserves  of  the  New  York 

*  **  In  ordiiiary  times  and  under  ordinary  eironmstanoee  liiere  is  a  natural 
flow  of  gold  towards  the  Treasury,  whioh  is  often  limited  only  by  the  capacity 
of  the  Treasury  to  oaxry  the  specie.  The  product  of  our  mines  finds  its  way  to 
the  Bfint,  where  it  is  paid  for  by  checks ;  and  these  are  presented  at  the  coun- 
ters of  the  sub-treasuries  or  through  the  clearing  house  in  New  York,  as  cur- 
rency obligations.  The  result  is  an  increase  of  the  gold  reserve  and  a  diminu- 
tion of  the  available  balance  of  notes  and  silver  certificates.  Gold  imported  in 
the  foim  of  bullion  or  foreign  coin  takes  usually  the  same  course. 

"  Besides  these  two  sources  of  ordinary  gain  to  the  gold  reserve,  there  is 
another  in  the  direct  exchange  of  paper  currency  for  the  coin,  where  the  paper 
is  preferred  for  its  greater  convenience.  Fortunate,  indeed,  has  it  been  for  the 
Treasury  that,  even  during  the  most  critical  periods  through  which  the  country 
has  recently  passed,  these  currents  of  inflow  have  not  been  altogether  checked.*' 
Report  i^  Treamrer  <^the  United  States^  1896,  p.  9. 
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banks.  The  plethora  of  monej  in  New  York  made  it 
easy  for  borrowers  to  secure  loans,  and  then  draw  out 
cash  (i.e.,  legal  tenders)  without  effect  on  the  discount 
market  or  on  foreign  exchange.  Whenever  the  balance 
of  international  payments  caused  gold  to  flow  from  the 
country  (as  happened  to  be  frequently  the  case  during 
this  period),  the  legal  tenders  thus  readily  obtained  were 
presented  at  the  Treasury,  and  gold  was  so  secured  for 
shipment  abroad.  The  same  plethora  made  it  easy  for 
the  timid  or  the  speculative  to  secure  cash  for  a  ^^  run  " 
on  the  Treasury ;  and  such  a  run,  in  the  form  of  sudden 
and  heavy  demand  for  the  redemption  of  paper  in  gold, 
took  place,  it  will  be  remembered,  in  the  first  weeks  of 
1895,  leading  to  the  abrupt  and  much-criticised  bond  syn- 
dicate loan  of  February,  1896.  Here  we  have  the  "  end- 
less chain,"  not  simple,  but  intricate,  having  for  its  links 
the  Treasury's  duty  to  maintain  gold  payments,  the  fiscal 
deficit,  the  redundancy  of  the  currency,  the  adverse 
balance  in  the  country's  international  trade,  and  the 
general  uneasiness  bred  by  the  repeated  distress  of  the 
Treasury. 

In  1896,  however,  the  Treasury  situation  changes  in 
one  regard,  at  least.  The  great  loan  of  February,  1896, 
when  100  millions  of  4  per  cent,  bonds  were  sold  for  111.4 
millions  of  dollars,  brought  up  the  gold  holdings  once 
more.  But  now  the  legal  tender  holdings,  which  had 
risen  to  large  amounts  as  paper  had  been  redeemed  by 
the  Treasury,  remain  intact :  they  do  not  fall  as  the  gold 
rises.  It  is  not  to  be  doubted,  even  though  the  Treasury 
reports  are  sUent  on  the  point,  that  this  was  the  result  of 
a  deliberate  policy.  The  heavy  loans  had  brought  in 
resources  sufiicient  not  only  to  meet  the  deficit  in  current 
expenses,  but  to  impound  a  great  quantity  of  legal  tenders. 
Impounded  accordingly  they  were  to  the  amount  of  100 
millions  and  more, —  locked  up  aod  put  out  of  harm's  way. 
Something  of  this  sort  had  indeed  been  done  in  previous 
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years.  In  1894  and  in  1895  the  redeemed  legal  tenders 
had  not  been  paid  out  in  toto.  Considerable  amounts  had 
been  kept  after  each  successive  loan ;  and  the  Treasury 
holdings  had  accordingly  crept  up  gradually,  though 
irregularly.  In  1896  this  impounding  of  the  redundant 
paper  was  maintained  deliberately,  firmly,  and  on  a  large 
scale.  As  has  already  been  noted,  for  nearly  a  year  — 
from  November,  1895,  to  October,  1896  —  the  Treasury 
held  steadily  a  hundred  millions,  more  or  less,  of  its  own 
paper.  Nor  is  it  to  be  doubted  that  this  procedure  con- 
tributed largely  to  the  attainment  of  the  desired  object, — 
the  protection  of  the  Treasury's  gold  holdings.  The 
retention  in  the  Treasury  vaults  of  so  great  a  quantity  of 
legal  tenders,  coupled  with  the  maintenance  of  the  gold 
holdings  at  about  the  same  amount,  prevented  excessive 
accumulation  in  the  banks.  The  reserves  of  the  New 
York  banks,  whether  of  paper  or  of  gold,  shrank  to  more 
moderate  dimensions.*  The  loan  market  became  firmer ; 
and  it  was  less  easy  to  draw  out  legal  tenders,  whether  as 
a  means  of  getting  gold  for  shipment  abroad  or  for  specu- 
lative operations. 

With  the  autumn  of  1896  a  new  turn  in  the  Treasury 

*  The  eash,  or  "  leserre,"  held  hy  the  aoBooUted  banks  of  New  Tork  at 
eertain  dates  in  1893-96,  was  as  foUows:  — 

Leffol  TnuierB.     Sp^eU* 

October  8, 1893 44^  80.8 

Deoember  19, 1888 96.6  108.6 

February  M,  1894 110.0  97J 

May  4, 1884 127.4  100.1 

JiUyl8,1884 180.3  91.0 

October2,1894 1146  98.0 

December  19, 1884 100.4  78.1 

Maroh6,18B6 87.6  88.6 

May  2, 1886 89.8  69.7 

Jnlyl9,1898 111.1  648 

September  21^  1886 87.9  61.7 

December  18, 1886 81.6  67.6 

Febniary28,1896 86.6  80.8 

May  2, 1896 84J»  68J 

July  14^  1806 86.8  68.8 

September  96, 1896 72.0  64.8 
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situation  takes  place,  marking  a  new  turn  in  the  industrial 
situation.  A  last  glance  at  the  chart  will  show  that  the 
legal  tender  holdings  fall  rapidly  and  heavily  in  the 
closing  months  of  1896 ;  while  those  of  gold  rise  sharply^ 
though  not  in  complete  correspondence  with  the  decline 
in  the  paper.  The  fortunate  events  of  that  period  are 
fresh  in  the  memory  of  all,  and  their  consequences  still 
affect  the  condition  alike  of  the  Treasury  and  of  the 
country.  The  failure  of  crops  in  Europe  and  the  abun- 
dance of  harvests  at  home  changed  almost  every  aspect 
of  the  monetary  situation.  Heavy  exports  causq^  gold  to 
flow  in  from  abroad,  and  much  of  this  found  its  way  into 
the  Treasury.*  Large  crops  and  good  prices  for  cereals 
caused  a  flow  of  money  to  the  West  and  a  draft  on  the 
cash  holdings  of  the  New  York  banks.  The  same  condi- 
tions led  to  a  general  revival  of  activity,  at  first  slow  and 
hesitating, —  as  is  common  under  such  circumstances, — 
and  gradually  stronger  and  surer.  Hence  the  Treasury 
was  able,  not  only  to  gain  gold  in  one  way  and  another, 
but  to  pay  out  legal  tenders  without  any  danger  of  their 
flowing  back.  Some  of  the  links  in  the  endless  chain  had 
now  disappeared.  The  balance  of  international  payments 
was  no  longer  against  the  United  States.  Partly  in  con- 
sequence of  the  same  causes  that  led  to  this  fortunate 
change,  the  paper  that  was  paid  out  by  the  Treasury  was 
no  longer  obviously  redundant.  On  the  contrary,  it  was 
absorbed  largely  by  shipments  to  the  West,  and  remained 
in  active  circulation.  Hence  it  was  possible  to  meet  the 
still-continuing  deficit  by  paying  out  part  of  the  accumu- 
lated legal  tenders  without  encountering  the  ominous 
backflow  of  the  previous  years.  A  gleam  of  prosperity 
thus  brightened  the  closing  months  of  the  second  Cleve- 
land administration, —  too  late  to  redeem  it  from  associa- 
tion with  depression  and  disaster,  and  only  in  time  to  en- 
able it  to  turn  over  the  Treasury  in  flourishing  condition 
to  its  fortunate  successor. 

•  See  foot-note  to  p.  209  above. 
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We  need  not  follow  the  course  of  events  further.    In 

1897  the  same  conditions  prevailed  as  in  the  latter  part 
of  1896, —  swelling  exports,  inflow  of  specie,  revival  of 
industry.  The  Treasury  gold  rose,  its  legal  tenders 
stayed  out.  With  1898  the  fiscal  operations  arising  from 
the  Spanish  War  affect  the  situation  again,  and  open  still 
another  chapter  in  our  financial  history.  The  chapter 
which  deals  with  the  events  consequent  on  the  crash  of 

1898  closes  with  the  year  1897,  and  we  may  proceed  now 
to  consider  some  of  the  lessons  to  be  derived  from  our 
survey  of  .those  events. 

First,  as  to  questions  of  monetary  theory.  In  the  early 
decades  of  the  century  Tooke  and  his  associates  had  main- 
tained that  convertible  bank  notes  per  %e  could  not  raise 
prices,  their  circulation  being  a  consequence,  and  not  a 
cause,  of  speculative  activity  and  rising  prices.  But,  they 
said,  inconvertible  paper  and  convertible  paper  issued  by 
a  government  might  be  expected  to  have  a  different  effect, 
since  the  mode  of  issue  was  different, —  not  by  loan,  bat 
in  the  way  of  expenditure, —  while  the  possibility  of  re- 
flux was  either  absent  or  much  weakened.*  It  may  be 
a  question  whether  so  sharp  a  distinction  can  be  main- 
tained. No  doubt  it  might  be  plausibly  argued  that  the 
heavy  issues  of  government  paper  in  the  Treasury  notes 
of  1890  caused  or  at  least  bolstered  up  a  regime  of  specu- 
lation and  of  sustained  prices  in  1890-92 ;  but  it  would 
not  be  easy  to  prove  that  an  equal  issue  of  strictly  con- 
vertible bank-notes  would  have  had  no  effect  or  a  less 
effect.  I  question  whether  a  clear  difference  in  effect 
could  be  satisfactorily  proved  in  any  specific  case,  still 
more  whether  any  difference  in  degree  could  be  even 
roughly  measured.  But,  when  we  come  to  the  other  side 
of  the  movement, —  the  effects  of  currency  issues  in 
periods    of   depression, —  the  recent  experiences  of   the 

*See  Tooke*8  Higtory  qf  Prices^  toI.  It.,  part  iii.,  ehap.  ii.,  etpeoiaUy  tee- 
6,  6  (pp.  183-200). 
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United  States  may  be  set  down  as  instructive,  showing,  as 
they  do,  that,  when  the  down  grade  is  reached,  government 
issues  are  as  powerless  as  bank  issues  to  check  the  de- 
scent. Experience  has  amply  shown  that  the  greatest 
freedom  and  temptation  among  banks  to  extend  their 
.  convertible  note  issues  cannot  prevent  prices  from  falling 
during  a  period  of  sluggish  industry,  as,  indeed,  is  also 
proved  to  be  the  case  with  their  use  of  deposits.  Abun- 
dant government  paper  is  equally  impotent.  Elsewhere 
I  have  pointed  out  how  the  silver  issues  —  dollars  and  cer- 
tificates— under  the  act  of  1878  followed  rather  than 
led  the  oscillations  of  industrial  activity  and  of  prices  in 
1879-89.*  It  might  be  suggested  that  these  silver  issues 
were  ineffective  because  of  the  limitations  on  their  availa- 
bility,—  the  bulk  and  inconvenience  of  the  actual  dollars 
and  the  absence  of  legal  tender  quality  in  the  certificates. 
But  in  recent  years  we  have  had  another  experiment  with 
a  kind  of  money  which  might  be  expected  to  do  the 
utmost  of  which  any  paper  based  on  specie  was  capable, — 
legal  tender  notes,  issued  in  any  desired  denominations, 
and  freely  available  and  availed  of  in  bank  reserves  as 
well  in  every-day  circulation.  Yet,  clearly,  they  were  un- 
able to  stem  a  tide  of  depression  and  of  falling  prices. 
The  legal  tenders  so  plentifully  held  by  the  banks  and  by 
the  Treasury  in  1894-96,  and  recurrently  paid  out,  have 
flowed  back  into  these  reservoirs  with  a  persistency  almost 
fetal  to  the  Treasury.  Put  forth  by  the  government  in 
its  ordinary  disbursements,  they  have  come  back  into  its 
hands  in  unmanageable  quantities,  until  finally  the  only 
mode  of  maintaining  the  specie  basis  was  to  submit  to  the 
necessities  of  the  case,  and  store  away  the  redundant 
paper.  And  when,  in  the  fall  of  1896,  they  were  paid  out 
and  stayed  out,  the  change  evidently  was  due  to  changed 
industrial  conditions.    The  sudden  turn  in  export  trade 

*  2^  Silver  Situation  in  the  United  States,  pp.  72  eteeq. 
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at  that  time  caused  an  immediate  call  for  currency  for  the 
crop  regions,  soon  followed  by  a  more  permanent  demand 
arising  from  a  general  revival  of  industry.  The  circula- 
tion of  the  legal  tender  paper,  like  that  of  the  silver,  has 
followed,  not  preceded,  the  decline  in  business  activity, 
in  speculative  operations,  in  prices. 

I  will  not  undertake  to  discuss  the  voider  questions  in 
the  theory  of  money  suggested  by  these  experiences.  If 
convertible  legal  tender  notes  are  thus  —  for  some  time, 
at  least  —  impotent  to  stem  a  falling  tide  due  to  other 
forces,  does  the  same  hold  good  of  inconvertible  notes  ? 
And,  if  so,  what  becomes  of  the  good  old  principle  that 
the  range  of  prices  depends  on  the  quantity  of  money? 
I  apprehend  that  it  will  not  be  impossible  to  answer  these 
questions  or  to  fit  the  phenomena  here  under  review  into 
a  properly  grounded  and  properly  qualified  statement  of 
the  traditional  theory.  In  its  foundations  that  theory 
seems  to  me  still  sound ;  but  it  needs  to  be  fitted  to  the 
great  changes  which  the  civilized  world  has  gone  through 
during  the  past  hundred  years.  Thus  an  issue  of  incon- 
vertible notes  or  a  great  increase  of  specie  does  tend  to 
raise  prices, — nay,  it  may  sometimes  be  predicted,  will 
raise  prices ;  but  by  a  mechanism  slower  in  its  operation 
and  more  uncertain  as  to  the  quantitative  result  than  the 
common  versions  lead  us  to  expect.  Whether  there  are 
differences  in  rapidity  as  well  as  in  certainty  of  operation 
between  inconvertible  and  convertible  paper,  and  again 
between  convertible  paper  and  specie, —  these  are  more 
delicate  questions,  on  which  perhaps  it  is  idle  to  expect 
a  precise  answer  either  from  theoretical  reasoning  or  from 
actual  experience.  But  in  any  case  it  is  certain  that 
there  are  prolonged  periods  during  which  the  actual  and 
effective  circulation  of  convertible  notes,  and  of  inconver- 
tible notes  and  specie  as  well,  is  a  consequence  rather 
than  a  cause  in  the  general  working  in  the  mechanism  of 
exchange. 
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The  second  leasou  to  which  this  survey  of  our  recent 
expeiience  leads  is  a  more  obviously  practical  one, —  the 
need  of  legislation  that  shall  prevent  the  recurrence  of  the 
misfortune  of  1894-96.  The  system  or  lack  of  system  in 
our  monetary  legislation  remains  the  same,  and  what  has 
happened  before  may  easily  happen  again.  If  it  be  sug- 
gested that  this  is  but  a  remote  possibility,  the  answer 
is  that  the  experiences  of  1894-96  do  not  stand  alone. 
Much  the  same  thing  happened  a  decade  before ;  and  it 
may  not  be  amiss  to  recall  the  less  conspicuous,  but  no 
less  instructive,  events  of  that  earlier  date. 

In  the  years  1884-86  the  silver  currency  then  being 
put  forth  under  the  act  of  1878  led  to  phenomena  almost 
precisely  similar  to  those  of  1894-96.  There  had  been 
activity  and  speculation  in  1880-88 ;  and  during  that  time 
the  silver  currency,  though  not  always  easy  to  manage,  had 
on  the  whole  found  ready  circulation.  With  the  failures 
and  reverses  of  1884,  it  became  redundant,  precisely  as  the 
legal  tenders  (inflated  as  these  had  been  by  the  issues 
under  the  act  of  1890)  became  redundant  in  1894.  Then, 
also,  the  silver  was  hoarded  and  tucked  away  in  the 
Treasury  vaults,  as  the  legal  tendera  were  in  1896.  That 
the  one  form  of  currency  was  so  handled  at  the  earlier 
date,  the  other  at  the  later,  does  not  affect  the  nature  of 
the  operation.  In  1884-86  the  silver  certificates,  partly 
because  they  were  restricted  to  the  larger  denominations 
(none  under  910  until  1886),  did  not  readily  make  their 
way  into  circulation,  and  hence  tended  to  flow  back  into 
the  Treasury.  They  were  thus  the  form  of  currency 
which  the  Treasury  was  led  to  impound.  In  1894-96 
almost  all  of  the  silver  certificates  had  been  changed  to 
small  denominations,  and  were  absorbed  in  the  every-day 
circulation,  whereas  the  legal  tenders,  inflated  by  the 
issues  of  1890,  were  redundant,  and,  being  presentable 
for  direct  redemption  in  gold,  were  a  more  obvious  source 
of  danger  for  the  Treasury.  Hence  it  was  now  their  turn 
to  be  hoarded. 
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111  one  important  respect,  to  be  sure,  the  conditions  of 
the  earlier  period  were  different  from  those  of  the  later, 
and  were  more  fortunate.  The  ordinary  operations  of  the 
Treasury  then  yielded  a  surplus,  and  not,  as  in  1894-96, 
a  deficit.  Consequently,  the  excessive  silver  currency 
could  be  stowed  away  with  compamtive  ease.  I  may  be 
permitted  to  quote  what  I  have  said  elsewhere  in  describ- 
ing the  operations  of  1884-86 :  — 

In  the  eighteen  months  between  the  beginning  of  1885  and  the 
middle  of  1886  the  government  received  over  twenty-six  millions  in 
silver  certificates  which  it  did  not  reissue  ;  paid  out  in  addition  some 
thirty-six  millions  for  silver  bullion  which  was  coined  into  silver  dol- 
lars, and  in  that  form  stowed  away  in  the  Treasury  vaults;  and 
materially  increased  its  net  holdings  of  gold.  These  enormous  sums, 
of  course,  represent  an  excess  of  income  over  outgo.  Notwithstand- 
ing the  decline  in  its  receipts  as  compared  with  earlier  years,  the 
government  still  had  a  surplus  so  large  as  to  enable  it  to  hoard  sixty 
millions  of  silver  currency  and  to  add  twenty-five  millions  to  its  hold- 
ings of  gold.  ...  In  the  financial  history  of  any  other  country  such 
a  surplus  would  be  considered  a  rare  piece  of  good  lack.  We  had  it 
for  so  many  years  that  we  did  not  fairly  realize  what  risks  it  enabled 
us  to  run  without  coming  to  grief.* 

These  same  risks  we  continued  to  run,  and  we  came  to 
grief.  In  large  part  the  same  operations  were  carried  on 
in  1894-96  as  in  1884-86.  Only  in  the  later  period  there 
was  no  surplus  in  the  ordinary  operations  of  the  Treasury, 
while  the  complications  from  the  general  business  crisis 
were  more  severe.  By  successive  violent  measures  —  the 
four  large  bond  sales — the  last  stage  of  disaster  was 
avoided.  The  bond  sales  yielded  not  only  enough  to 
make  up  the  deficit  on  current  account,  but  an  available 
surplus;  and  thus  a  round  100  million  of  legal  tenders 
could  be  hoarded  by  the  Treasury.  When  activitj-  re- 
vived in  1886-87,  the  silver  which  the  Treasury  had  accu- 
mulated could  be  let  out  with  safety,  and  made  its  way 

*  2^e  SUver  Situation  in  the  United  States,  p.  32. 
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into  actiye  circulation ;  and  bo,  when  activity  revived  in 
1896-97,  the  hoarded  legal  tenders  could  be  let  out  with 
safety,  and  made  their  way  for  the  time  being  into  active 
circidation. 

What  has  thus  happened  twice  already  may  easily 
happen  again.  The  volume  of  paper  and  silver  for  which 
the  Treasury  is  responsible  remains  huge,  and  its  means 
of  dealing  with  the  mass  are  not  sensibly  improved.  The 
oscillations  in  industrial  activity  will  continue,  and  a  vol- 
ume of  currency  which  is  in  active  use  at  one  time  will 
prove  redundant  at  another.  A  surplus  in  the  Treasury 
may  indeed  enable  a  well-disposed  executive  to  tuck  away 
part  of  the  excessive  circulation  for  a  time,  and  so  give  an 
artificial  elasticity ;  but  by  what  disturbing  methods  and 
with  what  uncertain  results  the  history  of  the  last  twenty 
years  amply  teaches.  In  any  case  a  continued  surplus  in 
the  Treasury  is  equally  undesirable  and  improbable, —  un- 
desirable, in  that  it  tempts  to  extravagance ;  improbable, 
since  both  the  special  sources  of  the  federal  revenue  and 
the  oscillations  of  business  activity  make  alternations 
of  lean  and  fat  periods  inevitable.  The  statement,  often 
heard,  that  the  only  thing  needful  in  the  way  of  currency 
legislation  is  to  provide  the  Treasury  with  a  surplus,  indi- 
cates a  sadly  inadequate  appreciation  of  the  difficulties 
of  the  existing  situation.  Much  more  should  be  aimed 
for:  in  what  direction  and  by  what  legislation  has  been 
repeatedly  pointed  out  in  the  many  projects  for  reform, 
strikingly  similar  in  their  essentials,  which  have  recently 
been  pressed  on  Congress.  Let  us  hope  that  a  clearer  un- 
derstanding of  what  has  taken  place  under  the  existing 
conditions  may  lead  to  the  adoption  of  measures  for  per- 
manent betterment  in  those  conditions. 

F.  W.  Taussig. 
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It  is  a  siDgular  and,  indeed,  a  significant  fact  that,  although 
money  was  the  first  economic  subject  to  attract  men's 
thonghtfal  attention,  and  has  been  the  focal  centre  of  eco- 
nomic investigation  ever  since,  there  is  at  the  present  day 
not  even  an  approximate  agreement  as  to  what  ought  to  be 
designated  by  the  word.  The  business  world  makes  ase  of 
the  term  in  several  senses,  while  among  economists  there  are 
almost  as  many  different  conceptions  as  there  are  writers 
upon  money.  Each  author  has  some  peculiar  distinguishing 
mark  of  his  own  which  he  uses  in  determining  what  ought 
and  what  ought  not  to  be  included  under  the  word.  And  so, 
even  though  one  is  not  prone  to  attach  great  significance  to 
definitions,  and  has  no  desire  to  suggest  novel  criteria  of  dif- 
ferentiation, he  is  practically  obliged  for  the  sake  of  clearness 
and  intelligibility,  in  opening  any  careful  study  of  a  monetary 
subject,  to  make  some  confession  of  what  he  expects  to  mean 
when  he  uses  the  term ;  and  he  is  in  a  sense  expected  to  pre- 
sent his  apologies  or  at  least  his  reasons  for  not  employing  it 
in  some  of  its  other  senses. 

Although  the  word  '*  money  '^  has  been  made  to  designate 
conceptions  of  almost  every  conceivable  degree  of  compre- 
hensiveness, it  is  quite  possible  to  trace  certain  broad  lines 
of  demarcation  among  them,  and  to  group  them  all  roughly 
under  three,  or  possibly  four,  principal  rubrics.  In  the  first 
place,  there  are  many  writers  in  whose  opinion  the  word 
*' money"  ought  only  to  denote  the  standard  currency;  that 
is  to  say,  the  currency  which  has  its  own  equivalent  or 
*'  intrinsic "  value,  and  for  payments  in  which  all  notes  and 
bills  and  other  fiduciary  certificates  of  exchange  supposedly 
call.  Secondly,  there  are  others  who  extend  the  application 
of  the  term  to  all  legal  currency,  which,  in  other  words,  means 
to  all  media  of  payment,  proffered  settlements  by  means  of 
which  will  be  recognized  in  the  courts  as  sufilcient.  And  then, 
finally,  there  is  a  great  body  of  writers  who,  considering  the 
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primary  and  essential  function  of  money  to  be  its  service- 
ability as  an  intermediate  of  trade,  assign  the  word  to  all 
devices  which  seem  to  them  to  be  customarily  acceptable  for 
this  purpose,  regardless  of  whether  or  not  they  possess  a  sub- 
stantial value  of  their  own,  or  whether  or  not  they  have  been 
given  any  peculiar  authentication  by  the  State.  In  general, 
in  most  of  the  great  commercial  countries  of  the  world  to-day, 
under  the  first  conception  of  money,  only  the  gold  specie  and 
perhaps  a  portion  of  the  gold  bullion  would  be  subsumed; 
the  second  definition  would  include  also  the  silver  coins  and 
other  sorts  of  token  money  within  certain  legislative  limita- 
tions,* together  with  such  forms  of  bank  or  goverment  notes 
as  the  law  declared  to  be  everywhere  acceptable  for  pay- 
ments ;  while  money  in  the  third  sense  would  embrace,  in  ad- 
dition to  all  of  these,  a  variety  of  the  other  abundant  expe- 
dients for  effecting  settlements  which  are  especially  desig- 
nated by  certain  writers  as  "circulating  credit,"  "represen- 
tative "  or  "  auxiliary  "  currency,  or  as  "  money  substitutes." 

At  first  thought  one  might  naturally  enough  suppose  that 
what  should  be  meant  by  standard  money  and  by  kgcU  money 
must  be  definitely  determined  by  the  legislation  of  a  land,  and 
that,  although  the  denotations  of  the  phrases  might  be  very 
unlike  at  different  times  or  in  different  countries,  in  a  given 
situation  they  could  elicit  no  real  disparity  of  view.  As  a 
matter  of  fact,  however,  even  with  regard  to  these  conceptions, 
anything  like  a  complete  agreement  is  as  yet  qaite  unattain- 
able. In  the  case  of  standard  money ^  not  only  may  differences 
of  opinion  easily  arise  conccraing  the  application  of  the  ex- 
pression to  bullion  t  or  to  foreign  coins,  but  in  certain  coun- 
tries so  great  is  the  conflict  between  legislative  declarations 
and  governmental  practice  that  even  the  question  is  left  de- 
batable as  to  just  which  metals  the  word  "standard"  ought  to 
be  applied.  For  example,  in  the  United  States  both  silver  and 
gold  are  by  law  declared  to  be  the  standard  metals ;  but  gold  is 
the  only  metal  which  is  unlimitedly  coined,  and  which  enters 

*The  subsidiary  coins  are,  of  course,  usually  legal  tender  only  when  ottered 
in  limited  sums.  In  the  United  States  subsidiary  silver  coins  are  lej^al  tender 
only  to  the  amount  of  910;  in  England,  silver  coins  of  all  sorts  are  only  legal 
tender  to  the  amount  of  £2 ;  and,  in  G«rmany,  simply  to  20  marks. 

t  Bee,  for  Instance,  Sidgwick,  Principles  <*f  VolUical  Economy,  p.  231,  note. 
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the  circulation  at  its  own  value.  A  gomewhat  similar  problem 
is  suggested  by  the  recent  experience  of  Austria,  where,  al- 
though gold  had  been  declared  the  standard  of  value  by 
explicit  statement  in  the  law  of  1892,  no  gold  was  in  circula- 
tion, and  there  was  no  currency  at  a  par  value  with  gold. 
With  nations  whose  only  currency  is  one  of  paper,  still  subtler 
difficulties  are  presented  with  regard  to  the  use  of  the  term.* 

The  conception  of  legal  m(mey  is  perhaps  more  exact,  but 
even  its  denotation  is  not  without  some  knotty  points.  One 
certain  source  of  disagreement  is  involved  in  the  question 
as  to  whether  legal  tender  notes  which  are  redeemable  ought 
not  perhaps  to  be  excluded  from  the  concept,  inasmuch  as 
they  are  a  means  of  payment  not  necessarily  acceptable  when 
offered  by  their  issuers.f  And  there  are  other  mooted  points, 
such  as,  for  example,  the  question  as  to  whether  a  new  issue 
of  paper  currency  which  has  become  subject  to  a  discount, 
but  which,  nevertheless,  has  a  '^  forced  circulation,"  may  be 
regarded  as  legal  money  when  offered  in  settlement  of  debts 
that  were  incurred  before  the  issue  or  before  the  appearance 
of  the  discount.:^ 

But,  when  one  looks  beyond  the  boundaries  which  ciroum- 

•See  Knies,  Das  <7a{(i<2d  edition,  Berlin,  1889),  pp.  BBO  et  teq.f  alio  HUde. 
brand,  Theorie  ds8  O^ldm,  p.  eSL 

tThiB  is  a  oonsideration  which  hwt  been  repeatedly  urged  by  Profeeeor 
Adolph  Wapier.  *<Da8  Herkmal  der  UneinlOsbarkeit  gegen  ein  anderes  Geld 
httngty  wie  man  bemerlien  wird,  enge  mit  dem  Zwangscnrs  zimammen.  Nor  bel 
einem  durekauB  uneinl99bar&n  Papiergeld  .  .  .  kann  man  yon  einem  gans  all- 
gemeinen  Zwangaonrs  reden. . . .  Kin  elnlOsbares  Papierfi^ld  mit  Zwangsoors  . . . 
ist  daher  trots  des  Zwangacura  kein  eigentliohes  Papiergeld,  mithln  keine  eigene 
Wfthmng,  ireil  der  Zwangsours  aasdrttcklich  nnr  partiell  let  and  Ton  demjeni- 
gen  iveleher  dabei  am  moisten  interessirt  wftre,  nKmlich  von  der  emittendon 
Bank,  oder  dem  emittendon  Staat  nicht  goltond  gomacht  werdon  kann."  0€ld 
und  CndlUheorie  der  PeeVeehen  Ade,  pp.  85, 86. 

The  same  argnment  is  also  to  be  found  in  Wagner's  article  on  Pa/gii&rgUd  in 
Bluntschli's  Staatswtfrterbnch,  in  his  article  on  Bonkweeen  in  Schdnberg's 
Handbnch,  L  pp.  471-474,  and  in  his  BeUrdge  %ur  Lehre  von  den  Banken,  p.  84 
eteeq. 

Praetieally,  the  same  idea,  that  inconTertlbility  as  well  as  the  so-oaUed  legal 
tender  quality  is  a  requisite  of  real  paper  money,  though  not  so  explicitly  de- 
elared,  is  noTertheless  traoeable  in  many  passages  of  Tooke,  FuUarton,  and 
MoCuUooh. 

tSee  Knies,  Dae  Geld  (2d  edition),  p.  406;  also  Sayigny,  ObUgatian-BeelU, 
p.  400. 

Among  writers  who  have  adhered  to  a  restricted  application  of  the  term 
« money "  to  the  standard  conception  may  be  mentioned  HusUsson,  J.  S.  Mill, 
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0cribe  the  '^  standard  "  and  the  ^^  legal "  conceptions,  one  finds 
a  still  greater  profusion  of  opinions  as  to  what  in  general 
ought  to  be  made  the  differential  mark  of  money,  as  to 
whether,  in  particular  cases,  this  or  that  agent  of  payment 
ought  to  be  comprehended  under  the  concept,  and  as  to  just 
where  the  limiting  line  of  inclusion  ought  logically,  or  for  the 
sake  of  convenience,  to'  be  drawn.  There  are  certain  rery 
common  contrivances  for  making  payments  which  are  not 
serviceable  under  peculiar  conditions  of  the  market.  There 
are  other  familiar  devices  which  are  not  available  for  all  sorts 
of  payments,  or  which  cannot  circulate  outside  of  particular 
boundaries;  and  there  are  many  which  are  only  capable  of 
efEecting  settlements  when  some  further  formality  has  been 
fulfilled.  Each  of  these  has  suggested  anew  the  problem  as  to 
how  far  those  expedients  which  perform  the  monetary  func- 
tions only  when  certain  conditions  are  realized  ought  to  be 
designated  as  money;  and  the  answers  which  different  per- 
sons have  made  have  varied  widely  according  to  individual 
inclinations  and  personal  estimates  of  convenience  and  expe- 
diency. 

Popular  opinion  to-day,  we  believe,  has  for  the  most  part 
abandoned  the  limitations  of  what  we  have  called  the  legal 
and  standard  definitions,  and  goes  so  far  as  to  recognize  as 
money  all  familiar  means  of  payment  which  pass  freely  from 
hand  to  hand  in  settlement  of  obligations  without  the  fulfil- 
ment of  any  further  formality.  It  accepts  as  money  all  of 
those  media  of  exchange  which  circulate  without  the  necessity 
of  indorsement,  or  of  registration  in  books,  or  of  conformity 
to  any  other  condition  than  the  mere  transfer  of  the  certificates 
of  value  from  one  person  to  another.  It  includes  under  the 
term  not  only  coin  and  legal  tender  notes,  but  other  govern- 
ment notes  as  well,  and  other  issues  of  banks ;  at  any  rate,  the 

Gbeyalier,  HUdebrand,  Knies.  See  especially  Knles,  Das  Oeld  (2d  edition),  pp. 
288-276, 838-^396. 

The  lefral  conoeptioii  has  had  its  supporters,  not  only  among  j arista,  but  in  the 
ranks  of  the  economists  as  well.  It  was  adopted,  for  example,  by  Storch,  Fullar- 
ton,  Tooke,  and  McCuUoch,  and  is  employed  by  Lexis  and  Wagner  among  others 
to-day.  In  particular,  see  Tooke's  chapter  on  <*The  Error  of  Confounding  Paper 
Credit  with  Paper  Money  "  in  the  History  qf  Prices  (toI.  iv.  pp.  171-188),  Mc- 
Culloch's  note  on  <•  Money  *'  in  his  edition  of  the  Wealth  qf  Xations,  and  Lexis's 
article  on  Pnpierffsfd  in  the  Handw&rterbuch  der  Staatswissenaehttften, 
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issaes  of  banks  which  stand  under  peculiar  legislative  control, 
and  indeed,  upon  occasion,  also  the  notes  of  other  banks 
which  are  universally  known  and  of  indubitable  credit.  Nor 
is  this  simply  the  conception  of  the  every-day  world.  From 
the  time  of  Adam  Smith  to  the  present  day  there  has  been  a 
continuous  line  of  economic  investigators  who  have  employed 
the  word  *' money"  with  this  wider. denotation,  and  at  present 
this  interpretation  has  become  so  wide-spread  and  so  natural 
that  it  would  be  no  exaggeration,  I  think,  to  say  that  among 
the  English  economists  of  our  time  there  are  only  a  compara- 
tive few  who  would  not  admit  under  the  term  "  money "  at 
least  as  many  devices  as  the  every-day  world  makes  the  word 
denote. 

There  are  writers,  however,  who  see  no  distinction  of  es- 
pecial economic  significance  in  the  quality  of  being  transfer- 
able without  indorsement  or  registration,  and  who  look  upon 
a  variety  of  other  agencies  as  equally  efficient  media  of  ex- 
change. Some  of  them,  indeed,  are  willing  to  leave  the  word 
*'  money  "  undisturbed  in  its  popular  denotation,  and  resort  to 
other  expressions,  such  as  "  currency  "  or  "  circulating  medium  " 
to  denote  the  more  comprehensive  idea.  But  there  are  others 
who  are  inclined  to  apply  the  term  "  money  "  much  more  freely 
than  popular  usage  sanctions,  and  who  chose  to  make  it  sttod 
generically  for  devices  of  exchange.  Several  treat  the  deposit 
accounts  of  banks  as  money,  but  deem  it  inconvenient  to  in- 
clude other  fiduciary  means  of  settlement.* 

A  few  have  gone  so  far  as  to  make  the  word  also  represent 

•This  seems  to  be  the  yiew  of  Sidgwick,  who  shcvrB  with  great  clearnen  how, 
**  in  each  a  conntry  aB  England,  where  deposit  banking  is  fully  developed  and  pay- 
ment by  cheques  customary,  the  greater  part  of  such  money  must  consist  of  what 
has  been  called  *  money  of  account  * ;  that  is,  of  bankers*  liabilities  or  obligations 
to  pay  coin  on  demand,  not  *  embodied '  or  represented  otherwise  than  by  rows  of 
figures  in  their  books."  It  must  be  borne  in  mind,  too,  he  adds  later,  that  the 
medium  of  commercial  exchange  also  "  consists  to  a  g^reat  extent  of  merchanta*, 
not  brokers*,  obligations ;  that  is,  of  bills  of  exchange,  so  far  as  they  still  circulate 
among  traders  and  are  not  at  once  discounted.  Again,  there  are  certain  widely 
accepted  securities  —the  bonds  of-  some  goyemments,  of  some  railways,  etc.— 
which  are  so  much  more  oonyenient  for  transmission  than  bullion  that  they  are 
frequently  used  as  substitutes  for  bullion  in  the  payment  of  international  debts. 
....  Since,  how0V9r,  nMher  merehantn*  dsbts  nor  debt*  of  ffovemments  form 
a  medium  of  exehanffe  currently  accepted  by  society  genercUly  u4thin  a  certain 
local  ranffe  in  final  settlement  qf  debts,  U  seems  to  me  most  convenient  to  eaU  them 
not  monevt  but  substitutes  for  money."  Sidgwick,  Principles  of  PolUieal  Econ. 
omy,  London,  1883,  pp.  233,  234,  246, 246. 
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meroantile  bills,  exchequer  bills,  the  promissory  notes  of  pri- 
vate persons,  stock  certificates,  and,  in  short,  all  fidaciary 
devices  to  the  extent  that  tbey  actually  perform  the  functions 
of  a  medium  of  payment  and  of  trade ;  and,  occasionally,  a 
writer  may  be  found  who  has  gone  even  further,  and  has 
seemed  to  be  of  the  opinion  that  in  the  end  all  goods  are  of 
the  nature  of  money  in  so  far  as  they  possess  a  value  in  ex- 
change. 

Such  is  the  bewildering  confusion  of  language  which  con- 
fronts the  student  of  monetary  problems  on  the  very  thresh- 
old of  his  investigations.  At  least,  three  different  courses  are 
open  to  his  choice.  In  the  first  place,  he  may  give  up  al- 
together the  attempt  to  specify  what  is  meant  by  the  word 
"money,"*  and  try  to  avoid  the  use  of  it  whenever  dif- 
ferences of  opinion  about  its  interpretation  would  be  of  con- 
sequence, employing  in  these  relations  more  precise  expres- 
sions, such  as  coin,  legal  tender,  and  currency,  to  denote  the 
particular  concepts  of  which  he  may  be  speaking.  Or,  sec- 
ondly, he  may  use  the  term  "money"  indifferently  for  sev- 
eral or  all  of  these  conceptions,  precluding  confusion,  where 
precision  of  language  is  of  moment,  by  insuring  that  it  is  cer- 
tain, either  from  the  context  or  through  explicit  statement, 
in  what  sense  the  word  is  used.  This  may  very  often  be 
accomplished  by  the  simple  use  of  prefixed  words  to  which 
definite  ideas  have  been  attached,  as,  for  example,  in  the 
expressions  "standard  money,"  "legal  money,"  "popular 
money,"  and  so  on.  Or,  finally,  he  may  select  from  the  va- 
rious definitions  of  the  word  "  money "  that  one  which,  on 
grounds  of  general  usage,  convenience  in  handling,  and  the 
exigencies  of  language,  seems  preferably  associated  with  the 
term,  and  apply  the  word  exclusively  to  this,  relegating  to 
other  words  the  designation  of  the  other  conceptions.    In 

•  Jeyons,  for  example,  feems  to  hare  glTen  up  the  attempt  to  define  what 
oonstitates  money.  «  Much  in8:ennlty/'  he  said, "  has  been  spent  npon  attemptt 
to  define  the  term  *  money/  and  pnizline  questions  haye  arisen  as  to  the  precise 
kinds  of  credit  doeumentt  which  are  to  be  included  under  the  term.  ...  All 
such  attempts  at  definition  seem  to  me  to  InTOlve  the  logical  blunder  of  suppos- 
ing that  we  may,  by  settling  the  meaning  of  a  single  word,  aToid  all  of  the  com- 
plex differences  and  yarlous  conditions  of  many  things,  each  requiring  its  own 
definition. ...  By  caUing  some  money  and  some  not,  we  do  not  save  ourselyes 
from  the  consideration  of  their  complex  legal  and  economical  diflersnoea." 
jrofieyan<l(fceirMA«MitoiMQr^K»sAcMt0«,p  948. 
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favor  of  the  first  prooedare,  very  little  is  to  be  said,  despite 
the  fact  that  it  has  been  the  method  followed  by  at  least  one 
oonspicuons  writer.  It  is  the  wasteful  discarding  of  an  effec- 
tive word  in  a  region  already  suffering  on  account  of  the 
scantiness  of  its  terminology.  The  second  coarse  mentioned 
—  the  use  of  the  word  "  money  "  for  a  number  of  concepts  of 
varying  comprehensiveness  —  has  the  sanction  of  many  prece- 
dents, since  it  is  common  enough  for  the  definitions  and  deno- 
tations of  class  names  to  fiuctuate  in  accordance  with  the  par- 
ticular ends  or  functions  or  contrasts  which  are  held  in  mind 
in  formulating  them.  But  this  employment  of  the  term,  like 
the  first  mentioned,  also  fails  to  give  the  word  its  greatest 
possible  scientific  value,  because  of  its  inexactness  and  the  in- 
evitable liability  to  meretricious  reasoning  which  can  so  easily 
result  from  the  confusion  of  its  different  senses.  The  third 
alternative  —  the  application  of  the  word  ^'  money  "  to  a  single 
definite  idea,  with  its  consequent  well-defined  reference  to 
certain  specific  objects — has  one  paramount  advantage.  It 
makes  for  precision.  It  is  only  by  selecting  one  definition  and 
abiding  by  it  that  one  can  avoid  terminological  confusion^ 
preclude  misunderstanding,  and  give  to  the  term  "  money  "  a 
scientific  standing  and  importance.  And  on  this  account  the 
last-named  alternative  seems  preferable  to  either  of  the  other 
possible  ways  of  using  the  term,  even  though  it  may  appear 
to  involve  a  more  or  less  arbitrary  selection  of  the  designation 
to  be  employed. 

To  which,  then,  of  the  many  ideas  that  have  been  here  pre- 
sented, ought  the  word  ^'  money  "  to  be  assigned  ? 

The  choice  of  the  particular  conception  to  which  the  term  is 
to  be  awarded  is  of  course  not  open  to  an  incontestable  decision. 
It  must>  from  its  very  nature,  remain  largely  a  matter  of  indi- 
vidual judgment  and  of  relative  expediency.  No  claim  there- 
fore of  sacerdotal  infallibility  attaches  to  the  use  of  the  word 
which  is  here  selected ;  and  no  pretensions  are  made  with  re- 
gard to  it,  except  that  it  has  been  chosen  after  considerable  de- 
liberation and  a  careful  balancing  of  alternatives. 

The  confinement  of  the  word  ^  money"  to  what  has  been  al- 
luded to  as  standard  currency  would  seem  inadvisable,  if  for 
no  other  reason  because  it  involves  as  a  corollary  the  very 
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uDsatisfactory  assertion  that  a  country  without  a  metallic  cur- 
rency is  ipso  facto  destitute  of  money.  But  it  must  further  be 
observed  that  there  is  no  lack  whatever  of  words  to  express 
this  very  conception,  that  one  may  refer  to  it  easily  and  intel- 
ligibly as  "  coin  "  or  "  standard  coin,"  or  by  the  simple  naming 
of  the  particular  metal  which  serves  as  a  standard.  An  addi- 
tion to  the  terminology  at  this  point  would  therefore  be  su- 
perfluous. The  application  of  the  word  to  the  leffol  conception 
is  open  to  similar  criticisms.  It  involves  a  narrower  denota- 
tion than  is  justified  by  familiar  usage,  and  one  could  scarcely 
maintain  that  it  is  sanctioned  by  the  exigencies  of  language, 
inasmuch  as  we  already  have  a  thoroughly  adequate  technical 
name  for  this  idea  in  the  phrase  "legal  tender."  On  the 
other  hand,  the  stretching  of  the  word  to  make  it  cover  such 
means  of  trade  as  bank  deposits  and  bills  of  exchange  presents 
itself  as  even  more  objectionable,  primarily  because  it  is  in  the 
highest  degree  discordant  with  the  traditional  way  of  employ- 
ing the  term,  and  must  inevitably  tend  therefore  to  arouse  sus- 
picion, provoke  antagonism,  and  entail  misunderstanding,  and 
because  at  the  same  time  there  are  plenty  of  other  expressions, 
such  as  "  currency,"  "  circulating  medium,"  and  "  means  of  pay- 
ment," which  can  be  used  quite  as  effectively  to  represent  the 
same  all-inclusive  concept.  On  these  accounts  it  is  difficult  to 
see  any  sufficient  reason  for  attributing  another  meaning  to 
the  word  "  money  "  than  that  for  which  it  stands  in  the  popular 
mind.  The  quality  of  circulating  freely  without  the  friction 
entailed  by  registration  or  indorsement  may  not  present  a  dis- 
tinction of  the  greatest  economic  significance ;  but  it  appears 
to  have  been  accepted  as  the  distinguishing  mark  of  money  by 
Adam  Smith  and  Ricardo,  as  also  by  other  noteworthy  writers, 
and  at  the  present  day  it  forms  really  the  decisive  character- 
istic of  money  for  all  unsophisticated  uses  of  the  word.*    At 

•  See  Tooke*8  critioism  of  this  conception  of  money,  History  af  Prieett  vol.  iy. 
pp.  lM-165 ;  also  Fnllartou's  disoassion  of  the  sabject  from  a  similar  standpoint 
in  his  RegtUatinn  qf  Currencies  (lt44),  pp.  28-44.  Not  nnlike  are  the  criticisms  to 
be  found  in  Chevalier's  La  MonnaU  (2d  edition,  1866),  pp.  07-64,  and  in  the  writ- 
ings of  Wagoner  and  Sidg^wick,  already  referred  to. 

The  use  of  the  term  in  the  ** popular'*  sense  appears  in  the  WecUth  ef  Nor 
Mofw,  Book  I.,  chap,  il.,  and  in  Ricardo's  Principles,  chap.  xxviL 

It  was  arg^ned  for  also  by  Torrens,  Sir  Bob&rt  PeeTs  Act  af  1844,  London,  18S7f 
chap.  L ;  by  Lord  Orerstone,  Trtuts  and  Other  PublieatUms,  1867,  pp.  199,  200  f 
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the  same  time  it  obyiooBlj  points  to  a  distinction  which  is  not 
without  economic  consequence.  For,  while  it  may  be  true  that 
no  sharp  line  can  be  drawn  between  the  functions  of  money  in 
this  sense  and  those  of  several  other  forms  of  currency,  there 
are  unmistakably  certain  broad  general  differences,  too  impor- 
tant to  be  neglected,  between  their  respective  modes  of  operar 
tion, —  differences  based  both  upon  the  size  and  sorts  of  the 
transactions  which  they  perform,  and  upon  the  varying  rapidity 
and  duration  of  their  circulation. 

It  would  appear  then  that,  by  using  the  term  in  this  sense, 
one  will  incur  less  terminological  censure  than  by  any  other 
course,  will  give  the  least  possible  occasion  for  misinterpreta- 
tion, and  will  make  a  technical  name  available  for  an  idea  of 
some  importance  which  is  not  otherwise  easily  designated. 

A.  P.  Akdbbw. 


and  by  Sir  Robert  Peel  and  most  of  the  other  defenders  of  the  EuKliah  Bank  Act. 
In  opening  his  discussion  of  the  principles  of  the  act,  Peel  said :  *'  In  using  the 
word  '  money/  I  mean  to  designate  by  that  word  the  ooin  of  the  realm  and 
promissory  notes  payable  to  bearer  on  demand.  I  do  not  include  in  that  term 
bills  of  exchange  or  drafts  on  bankers  or  other  forms  of  credit"  The  fact  that 
they  *<  pass  from  hand  to  hand  without  indorsement'*  he  spoke  of  as  a  signiflcaat 
distinction  of  bank-notes.  This,  too,  was  substantially  the  conception  of  Fran^ 
ds  A.  Walker ;  see  his  Mim&yt  pp.  89(M0e,  and  MoM/y^  TVails,  otnd  Jnduttry,  pp. 
1-lT. 
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INDUSTRIAL  COMMISSIONS  IN   THE  UNITED 
STATES  AND  IN  AUSTRIA 

Under  an  act  of  Congress,  approved  June  18,  1898,  the 
federal  government  has  undertaken  to  follow  the  example  of 
England,  France,  and  Belgium  in  establishing  a  commission 
for  the  purpose  of  studying  problems  relating  to  industry  with 
a  view  to  formulating  remedial  legislation.  The  act  provides 
that  it  shall  be  the  duty  of  the  conunission  to  investigate  ques- 
tions pertaining  to  immigration,  to  labor,  to  agriculture,  to 
manufacturing,  and  to  business,  and  to  report  to  CongreaSi 
suggesting  such  legislation  as  it  may  deem  best  upon  these 
subjects. 

The  commission  consists  of  five  members  each  from  the 
Senate  and  House  of  Representatives,  and  nine  other  persons, 
who  shall  fairly  represent  the  different  industries  and  employ- 
ments, appointed  by  the  President.  The  members  appointed 
on  the  part  of  the  Senate  are  Senators  Kyle,  of  South  Dakota ; 
Penrose,  of  Pennsylvania;  Mantle,  of  Montana;  Mallory,  of 
Florida;  and  Daniel,  of  Virginia.  Those  appointed  on  the 
part  of  the  House  are  Representatives  Gardner,  of  New  Jer- 
sey; Lorimer,  of  Illinois;  Livingston,  of  Georgia;  Bell,  of 
Colorado ;  and  Otjen,  of  Wisconsin.  The  members  appointed 
by  the  President  are  Messrs.  Andrew  L.  Harris,  of  Ohio ; 
S.  N.  D.  North,  of  Massachusetts ;  Ellison  A.  Smyth,  of  South 
Carolina ;  John  M.  Farquhar,  of  New  York ;  Eugene  D.  Con- 
ger, of  Michigan;  Thomas  W.  Phillips,  of  Pennsylvania; 
Charles  J.  Harris,  of  North  Carolina ;  M.  D.  Ratchford,  of 
Ohio ;  and  John  L.  Kennedy,  of  Washington,  D.C.* 

•  Of  these  gentlemen,  Mr.  North  is  the  secretary  of  the  Kattonal  AssooiAtlon 
of  Wool  Manpfactnrers,  and  was  speoial  agent  for  the  Eleventh  Gensns.  Mr. 
Batchf  ord  is  pre«ident  of  the  United  Mine  Workers*  Union ;  and  Messn.  Farqnhar. 
Kennedy,  and  Donnelly  (the  secretary)  hare  also  been  associated  with  labor  or- 
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The  commission  has  organized,  with  Senator  James  H, 
Kyle  as  chairman,  Thomas  W.  Phillips  as  first  vice-chairman, 
John  J.  Gardner  as  second  vice-chnirman,  P.  H.  Donnelly,  of 
Chicago,  as  secretary,  and  William  E.  Sackett,  of  New  Jersey, 
as  chief  clerk  and  disbursing  agent.  The  headquarters  of 
the  conmiission  are  in  the  Bliss  Building,  Washington,  where 
all  communications  intended  for  it  or  for  the  various  sub-com- 
missions and  officers  should  be  addressed. 

Five  sub-commissions  have  been  created,  as  follows :  — 

1.  On  Agriculture  and  Agricultural  Labor,  Andrew  L.  Har- 
ris, chairman. 

2.  On  Conditions  of  Labor  and  Capital  employed  in  Manu- 
facturing and  General  Business,  Ellison  A.  Smyth,  chairman. 

3.  On  Conditions  of  Labor  and  Capital  employed  in  Mining, 
John  W.  Daniel,  chairman. 

4.  On  Transportation,  Thomas  W.  PhDlips,  chairman. 

5.  On  Statistics,  S.  N.  D.  North,  chairman. 

The  commission  also  has  three  standing  committees,  as  fol- 
lows :  — 

1.  On  Organization,  S.  N.  D.  North,  chairman. 

2.  On  Business,  Eugene  D.  Conger,  chairman. 
8.  On  Procedure,  John  J.  Gardner,  chairman. 

The  chairman  of  the  commission.  Senator  James  H.  Kyle, 
is  chairman  of  the  Senate  Committee  on  Education  and  La- 
bor ;  and  the  second  vice-chairman,  Representative  John  J. 
Gardner,  is  chairman  of  the  House  Committee  on  Labor. 

The  purpose  of  the  commission,  as  declared  in  a  report  of 
its  Committee  on  Procedure  adopted  by  the  full  commission, 
is  to  ascertain  the  nature  of  the  existing  legislation  of  the  sev 
eral  States  and  of  the  United  States  bearing  upon  industrial 
conditions,  the  actual  operation  of  that  legislation  in  its  relar 
tion  to  the  workingman,  to  the  manufacturer  and  business  man, 
and  to  the  consumer,  the  character  and  effects  of  similar  legis- 
lation in  foreign  countries,  and  how  far  it  is  applicable  or  de- 
sirable in  the  United  States,  and  what  legislation,  if  any,  along 
new  lines,  is  practicable  or  desirable  for  the  improvement  of 

gaolzations.  Mr.  Harris  is  a  fanner,  formerly  lieutenant  governor  of  Ohio. 
Messrs.  Smyth,  Gonfi:er,  Phillips,  and  Harris  are  in  bosiness  life.  Messrs.  Far- 
gnhar  and  Fhillips  are  ez-meml)ers  of  Congress.—  Editor. 
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indostrial  oonditions,  with  a  view  to  determiDing  how  far  it  is 
possible  to  frame  uniform  industrial  laws,  the  adoption  of 
which  can  be  recommended  to  Ck)ngres8  and  to  the  legislatures 
of  the  several  States. 

The  government  has  not  before  commissioned  any  office  to 
discuss  proposed  solutions  of  labor  or  other  social  problems 
or  to  make  recommendations  as  to  reform  legislation.  The 
establishment  of  the  Industrial  Commission  is  the  first  to  at- 
tempt to  ascertain,  for  the  guidance  of  Congress  and  State 
legislatures,  the  bearing  of  laws  and  to  apply  the  information 
in  hand. 

Each  sub-commission  will  prepare  a  syllabus,  in  accordance 
with  which  testimony  will  be  taken.  Prior  to  the  work  of 
the  sub-commissions  the  general  commission  will  consider  the 
subjects  of  combinations  and  trusts,  education,  immigration, 
taxation,  and  other  kindred  questions. 

The  ultimate  results  of  the  work  of  the  commission  in  each 
of  the  fields  of  its  inquiries  are  to  be  presented  for  approval 
by  the  full  commission  before  they  are  transmitted  to  Con- 
gress, with  such  recommendations  as  the  whole  commission 
may  decide  to  be  appropriate  and  valuable. 

The  commission  has  also  decided  that  it  is  impracticable 
to  print  all  the  testimony  that  may  be  offered  to  the  several 
sub-commissions ;  but  all  testimony  will  be  carefully  indexed, 
both  by  subject  and  by  witnesses,  so  that  it  will  be  easy  for 
the  members  and  for  others  to  turn  at  any  moment  to  any 
testimony  which  shall  be  taken.  When  the  work  of  the  com- 
mission in  collecting  information  and  data  is  completed,  an 
enormous  amount  of  service  will  be  required  to  digest  and 
formulate  the  matter  collected.  The  commission  is  already 
actively  engaged  in  its  arduous  undertaking,  and  the  results 
will  be  looked  for  with  great  interest. 

By  virtue  of  an  imperial  decree  dated  July  21,  1898,  a 
Bureau  of  Labor  Statistics  was  created  in  Austria,  and  began 
operations  October  1,  1898.  Dr.  Victor  Mataja  has  been  ap- 
pointed its  chief.  The  appointment  is  an  eminently  fit  one, 
and  insures  the  success  of  the  new  office. 

The  ministerial  proclamation  announcing  the  formation  of 
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the  bureau  defines  its  duties  to  be  '*  the  systematic  ooUection 
and  preparation  of  statistical  data  relating  to  labor,  and  the 
periodical  publication  of  the  same  for  the  purposes  of  social 
and  economic  legislation  and  administration."  As  the  bureau 
was  not  created  by  legislative  enactment,  it  has  no  compul- 
sory powers.  Its  duties  and  work  are.^thus  along  the  line  of 
those  of  kindred  offices  in  the  United  States,  Great  Britain, 
France,  Belgium,  New  Zealand,  and  other  countries.  But  a 
new  body,  having  an  auxiliary  function  to  work  in  connection 
with  the  Bureau  of  Labor  Statistics,  is  the  result  of  the  min- 
isterial act  creating  the  bureau.  This  is  a  permanent  Auxil- 
iary Council  of  Labor,  consisting  of  thirty-two  members,  eight 
of  whom  represent  the  various  government  departments.  Of 
the  remaining  twenty-four,  who  are  appointed  by  the  Minis- 
try of  Commerce,  eight  are  employers,  eight  are  workingmen, 
and  eight  are  specialists.  The  auxiliary  commission  is  to 
give  advice  as  to  the  subjects  to  be  taken  up  by  the  bureau 
for  investigation  and  in  facilitating  the  carrying  out  of  the 
work  delegated  to  the  bureau  by  bringing  together  for  con- 
sultation representatives  of  the  various  interests  a£Eected. 

It  is  the  intention  of  the  government  that  the  bureau  shall 
take  up  the  preparation  of  annual  strike  reports,  statistics  of 
labor  organizations,  the  question  of  the  reform  of  accident 
and  sick  insurance,  and  the  like,  and  also  the  publication  of 
a  periodical  labor  bulletin.  The  Auxiliary  Council  publishes 
its  proceedings  for  each  meeting,  and  these  will  be  consoli- 
dated in  the  form  of  an  annual  volume. 

Cabboll  D.  Weight. 
DxPABTMEirr  OF  Labor,  Washzngton. 
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Mbssbs.  Magmillak,  of  New  York,  announced  for  early 
publication  The  Development  of  En gliiih  Tlwught:  A  Study 
in  the  Economic  Interpretation  of  History^  by  Professor  Si- 
mon N.  Patten  of  the  University  of  Pennsylvania;  and  The 
ITieory  of  the  Leisure  Class  :  An  Economic  Stvdy  in  the  Evo- 
lution of  Institutions^  by  Professor  Thorstein  Veblen,  of  the 
University  of  Chicago.  Professor  Patten  will  trace  the  de- 
velopment of  thought  in  England  since  the  Reformation,  with 
regard  to  social  progress  and  economic  conditions.  Professor 
Yeblen  will  consider  the  leisure  class  as  an  economic  factor  in 
modem  life,  giving  attention  to  the  cultural  aspects  of  the  in- 
stitution only  so  far  as  they  bear  on  economic  life.  Both  vol- 
umes will  find  a  cordial  welcome  and  an  appreciative  interest 
alike  among  students  of  economics  and  of  philosophy. 

Messrs.  J.  B.  Lippincott,  of  Philadelphia,  announce,  also  for 
early  publication,  a  volume  on  Valuer  Price^  and  Distribution^ 
by  Charles  W.  MacFarlane,  in  which  the  whole  range  of  the 
theory  of  exchange  and  distribution  will  be  traversed,  and  the 
conclusions  of  the  author,  already  published  in  part  in  period- 
ical literature,  will  be  set  forth  systematically  and  at  large. 


Thb  Cambridge  University  Press  will  publish  shortly  T?ie 
Economic  Works  of  Sir  William  Petty^  edited,  with  intro- 
duction and  notes,  by  Professor  Charles  H.  Hull,  of  Cornell 
University.  The  editor  has  attempted  to  bring  together  all 
of  Petty's  published  tracts  of  economic  interest,  and  has 
added  a  Treatise  of  Ireland^  from  Petty's  manuscript,  and  the 
Observations  upon  the  Bills  of  Mortality  of  Captain  John 
Graunt.  

Thb  fourth  edition  of  Professor  Marshall's  Principles  of 
Economics  (Volume  I.),  published  during  the  quarter  by 
Messrs.  Macmillan,  contains  revisions  in  the  mode  of  presen- 
tation, but,  as  in  the  second  and  third  editions,  no  consider- 
able changes  of  substance.  The  preface  states  that,  ^Mn  the 
hope  that  the  changes  are  nearly  final,  the  present  edition  has 
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been  made  a  large  one.''  Professor  MarsbalPs  readers  may 
now  hope  that  he  will  be  able  to  make  rapid  progress  in  the 
preparation  of  the  second  volame. 

Professor  SchmoUer  has  published  another  volume  of  col- 
lected essays  and  papers,  chiefly  reprinted  from  among  his 
contributions  to  the  Jahrbuchfdr  Gesetzgebung.  The  present 
series  deals  mainly  with  the  economic  history  of  Brandenburg 
and  Prussia  in  the  seventeenth  and  eighteenth  centuries,  but 
contains  also  papers  on  more  recent  topics,  such  as  that  on  the 
organization  and  function  of  exchanges.  Professor  Brentano 
has  also  begun  the  publication  of  a  series  of  his  collected 
essays,  of  which  the  first  volume  will  deal  with  questions  re- 
lating to  land  and  its  inheritance. 

Professor  Seligman  will  publish  shortly  a  revised  and  en- 
larged edition  of  his  monograph  on  The  Shifting  and  Inci- 
dence of  Taxation^  first  printed  in  1892  in  the  publications  of 
the  American  Economic  Association. 


Messbs.  Giabd  i&  Bbi&bb,  of  Paris,  announce  the  publica- 
tion of  a  JSiMioMqite  d*j^canomie  Politique^  which,  like  the 
BibUoih^que  IfUemcUianaie  de  Sociologies  will  put  before  the 
French  public  the  work  both  of  their  own  and  of  foreign 
writers.  The  first  volume  in  the  new  collection  is  a  transla- 
tion of  Cossa's  well-known  guide  to  the  hbtory  and  literature 
of  economics.  Other  translations  announced  as  in  press  are 
of  Pantaleoni's  Principles,  Schmoller's  Grundfragen  (as  lately 
republished),  E.  Menger's  volume  on  method,  and  A.  Menger'a 
on  the  right  of  labor  to  product. 


The  BvUeHn  of  the  JDepartment  of  Labor  for  September 
publishes  some  statistics  as  to  the  course  of  wages  from 
1870  to  the  present  time  in  the  United  States,  Great  Britain, 
France,  and  Belgium,  with  a  general  result  similar  to  that 
yielded  by  the  statistics  on  the  same  subject  for  Massachu- 
setts and  for  France,  of  which  note  was  made  in  the  last  issue 
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of  this  Jonmal.*  Money  wagei  in  this  period  have  not 
Bhown  the  downward  tendency  of  prices ;  they  have  held  their 
own,  and  have  eyen  advanced.  The  figures  now  published  by 
the  Department  of  Labor  for  the  United  States  were  secured 
by  its  own  independent  inquiries,  based  on  the  pay-rolls  of  es- 
tablishments continuously  in  operation  through  the  period. 
Those  for  the  three  foreign  countries  (Great  Britain,  France, 
Belgium)  were  furnished,  at  the  request  of  the  department,  by 
the  several  statistical  bureaus  of  these  countries.  Naturally, 
information  was  secured  for  a  greater  number  of  occupations 
and  localities  in  the  United  States  than  in  the  other  countries ; 
and  the  BuUeHn  notes  that  the  comparative  scantness  of  the 
data  for  foreign  countries  makes  it  needful  to  use  them  with 
caution.  A  general  average  of  the  results  for  each  country  is 
given ;  inevitably,  as  such  averages  must  be,  a  lumped  result 
of  widely  varying  figures,  and  hence  again  to  be  used  with 
caution ;  yet  doubtless  significant  so  far  as  the  general  trend 
of  money  wages  is  concerned,  and  confirmed  on  this  point  by 
the  detailed  tables  for  individual  occupations  and  places. 
The  summarized  table  is  as  follows :  — 

Average  Daily  Wages  in  Gold  in  Certain  Cities  qf  the  United  StateSy 
Great  Britain^  France,  and  Belgium. 

Great  Paris,  lAkgs,  UnUed 

Tear.  BrUain.  Franos,  BOifium.  States, 

1870 $1.30  $1.06  $0.69^  $2.20i 

1871 1.80J  1.06i  .60i  2.89J 

1872 1.83  1.07i  .61  2.46 

1878 1.35  1.08i  .64  2.85^ 

1874 1.86i  1.08i  .65i  2.80^ 

1875 1.38  l.lli  .63i  2.24^ 

1876 1.40^  1.12  .63  2.18 

1877 1.4U  1.15i  .62^  2.24i 

1878 1.40i  1.16f  .60*  2.30| 

1879 1.37  J  1.16f  .61i  2.82 

1880 1.37i  1.21i  .62i  2.34 

1881 1.871  1.22^  .631  2.40i 

1882 1.39}  1.24i  .65^  2.44i 

1888 1.40}  1.24f  .66  2.47 

1884 1.40}  1.24}  .64f  2.49 

1886 1.391  1.24f  .63}  2.47} 

1886 1.39  1.25}  .63  2.47} 

•  See  the  note  on  "  Becent  Statistics  on  Wages  *'  in  this  Joiinial>  October,  ISM, 
p. 105. 
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Orttt  PairU,  LUg^,  UniUd 

Ttar,  MrUaln.  F^rance.  Belgium.  Statet, 

1887 $1.39i  $1.26f  $0.62}  $2.49} 

1888 1.40  1.25  .681  2.50f 

1889 1.401  1.261  .621  2.6U 

1890 1.411  1.31}  .68}  2.621 

1891 1.431  1*31}  .65  2.54} 

1892 1.431  1.31}  .64  2.56 

1893 1.44}  1.32  .64}  2.54} 

1894 1.441  1.32}  .65}  2.49} 

1895 1.45  1.32}  .65}  2.47} 

1896 1.49  1.33  .66}  2.451 

1897 —            —  —  2.44} 

1898 —            —  —  2.43} 

The  upward  movement  is  most  marked  in  France,  or  rather 
in  Paris,  where  there  would  seem  to  have  been  a  rise  of  25 
per  cent.  In  Oreat  Britain  and  Belgium  the  rise  appears  to 
have  been  about  10  per  cent.  So  in  the  United  States  the 
years  1895-98  show  a  range  higher  than  that  of  1870  by  about 
10  per  cent.,  and  this  notwithstanding  the  fall  in  money  wages 
which  took  place  after  the  crisis  of  1893. 

It  will  be  observed  in  the  figures  for  the  United  States  that 
a  sharp  advance  in  money  wages  is  indicated  between  1870 
and  1872,  and  that,  as  compared  with  1872,  there  is  virtually 
no  change  in  the  period  1895-98.  A  similar  relation  be- 
tween wages  in  1872  and  in  very  recent  years  was  brought 
out  in  the  statistics  collected  by  the  Massachusetts  Bureau, 
these  having  shown  that  for  the  State  of  Massachusetts  the 
movement  between  1872  and  1897  had  been  down  rather 
than  up,  and  slight  in  any  case.  The  year  1872,  it  may  be 
inferred,  had  an  unusually  high  scale  of  money  wages,  meas- 
ured in  gold.  The  explanation  no  doubt  is  mainly  that  this 
was  the  last  year  of  speculative  inflation  preceding  the  panic 
year  1873.  But  it  is  possible  that  the  correction  for  the  gold 
premium  may  need  also  to  be  considered.  At  that  period  — 
a  peculiar  one  in  many  ways  —  the  actual  advance  in  money 
prices  and  incomes  and  the  premium  on  gold  seem  not  to 
have  moved  together ;  and,  at  all  events,  there  is  here  a  com- 
plication, of  significance  both  for  the  economic  history  of  the 
times  and  for  the  theory  of  paper  money,  which  needs  to  be 
considered  in  the  interpretation  of  this  part  of  the  statistical 
material. 
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plans].    Giom.  degli  Econ.,  Nov. 


VI.    TRANSPORTATION  AND  EXCHANGE. 


Cbokxb  (G.  J.  O'B.).  Retrospec- 
tive Lessons  on  Railway  Strikes: 
United E[ingdom.  London:  Simp- 
kin.    8vo.    pp.  212.    2s.  M. 

Nbwoomb  (H.  J.).  Railway  Eco- 
nomics. [Reprinted  articles.] 
Philadelphia:  The  Railway  World. 
8vo.    pp.  162.    $1. 

In  Periodicals. 

CoHN  (Gnstav).  Anssichten  eines 
Staatsbahnsystems  in  Engbmd. 
Archiv  f.  Eisenb.,  1898,  Heft  6. 


Cbowkll  (J.  F.).  Railway  Re- 
ceiverships in  the  United  States: 
Their  Origin  and  Development 
Yale  Rev^  Nov. 

Dixon  (F.  H.  ).  Railroad  Control  in 
Nebraska.  Pol.  Sci.  Quarterly, 
Dec 

Fbktjnd  (E.  de).  Les  Chemins  de 
Fer  d'lnt^rdt  Local  en  Europe. 
Ann.  de  P£coU  Libre  des  Sci. 
Pol.,  Sept,  Nov. 


VIL    INTERNATIONAL  TRADE  AND  CUSTOMS  TARIFFS. 


Gbunzbl  (J.).  Handbnch  der  in- 
temationalen  Handelspolitik. 

Vienna:  Manz.  8vo.  6nL  [An- 
nounced.] 

HoixAndkr  (L.).  Die  Lage  der 
dentschen  Miihlenindastrie  unter 
dem  Einfluss  der  Handelspolitik 
1879-97.  [In  Munchener  Volksw. 
Studien.]  Stuttgart:  Cotta.  8yo. 
pp.  106.    2.40  m. 


In  Periodicals. 

Fabbbb  (Lord).  Does  Trade  follow 
the  Flag^?    Contemp.  Rev.,  Dec. 

McVet  (F.  L.).  The  Tin-plate  In- 
dustry [with  reference  to  tariff]. 
Yale  Rev.,  Nov. 

Schumachbb  (H.).  Die  chines- 
ischen  Vertragshafen,  ihre  wiith- 
schaftllche  Stellung  und  Bedeut- 
ung.  Jahrb.  f.  Nat  Oek.,  10, 
Heft  6. 


Digitized  by 


Google 


240 


QUABTSBLT  JOURNAL  OF  ECONOMICS 


Vin.    MONEY,  BANKING,  CREDIT,  AND  PRICES. 


BxAUBB  (A.).  Th^orie  et  Pratique 
de  la  Monnaie.  Tome  L :  Traits 
Th^rique  de  la  Monnaie  et  Statis- 
tique  des  M^tauz  Pr^cieuz.  Paris : 
Guillaumin.    8yo.    pp.  144.    4fr. 

Hblffkbich  (K.).  Deatscblands 
MuncFeform  und  die  Silberent- 
wertang.  Einige  Worte  uber  Bime- 
talUstiache  Geschichtsschreibmiff. 
Stuttgart :  A.  Bonz.  8yo.  pp.  60. 
.60  m. 

LXDOB  DB        BbATTFOBT        (R.). 

L'Achfevement  et  1*  Application  de 
la  R^forme  Mon^taire  ae  la  Rusele. 
[Preface  by  A.  RaffaloYich.] 
Paris:  Giard&Bri^re.  8yo.  2.60 
fr. 

MaoLbod  (H.  Dunning).  Indian 
Currency.  London  and  New 
York:  Longmans,  Green  &  Co. 
8yo.    pp.  64.    $1. 

MiLiiBB  (H.  A. ).  Money  and  Bimet- 
allism .  .  .  with  a  Critical  Analy- 
sis of  the  Theories  of  Bimetallism 
and  Symmetaillsm,  and  of  the 
Tabular  Standard  of  Value.  New 
York:  G.  P.  Putnam's  Sons. 
12mo.    pp.  808.    $1.26. 

MomiT  Lbhbhto:  Report  from  Se- 
lect Comimittee  of  the  House  of 
Commons,  with  Evidence,  Appen- 
dix, etc  London :  Eyre  A  Spottis- 
woode.    28.  ^d. 

Pabson8(F.).  Rational  Money :  a 
National  Currency  ...  by  Means 
of  the  Multiple  Standard.  Phila- 
delphia: C.  F.  Taylor.  8vo.  pp. 
177.    26ct8. 

Wbbb  (M.  de  P.).  The  Great 
Power:  Its  Origin,  Use,  and  In- 
fluence. A  Brief  Explanation  of 
the  Necessity  for  Monetary  Re- 
form. London:  Sonnenschein. 
2s.  6d 


In  PeriodicaU, 

BuNZBL  (G.).  Das  modeme  Geld- 
und  Creditwesen.  Zeitschr.  f. 
Volksw.,  Soc  Pol.,  und  Verw.,  7, 
Hefts. 

DuvK  (J.  P. ).  Bankhig  in  1887  and 
1897.  A  Comparison  and  a  Con- 
trast. [Prize  essay.]  JourxL  Inst 
of  Bankers,  Oct. 

FiAMiNGo  (G.  M.).  The  Measure 
of  the  Value  of  Money  according 
to  European  Economists.  Joum. 
Polit.  Econ.,  Dec 

FoviiiLB  (A.  de).  Spanish  Cur- 
rency.   Joum.  Polit  Econ.,  Dec 

GiFFBN  (Robert).  The  Indian  Gold 
Standard  Problem.    Econ.  Joum. , 


Hblffbbioh  (E.).  Die  boYorste- 
hende  Emeuerung  des  deutschen 
Bankgesetzes.  Jahrb.f.  Gesetzg., 
22,  Heft  4. 

Lbboy-Beauijeit  (P.).  De  la  Pro- 
duction et  de  PEmploi  de  I'Or  dans 
le  Monde.  L'£con.  Fran^ids,  Oct 
8,16. 

LoDGB  (O.).  Tke  Functions  of 
Money,    scon.  Rev.,  Oct 

YiAXLATB  (A.).  L'Etablissement 
et  r^chec  du  Bimetallisme  aux 
titats-Unis  [1782-1861].  Joum. 
des  ficon.,  Nov. 

Will  (T.  E.).  Stable  Money. 
Joum.  Polit  Econ.,  Dec. 

Ybbbubgh  (R.  a.).  Agricultural 
Banks  and  the  Eyus  of  the  Money- 
lending  System.  Trans.  Man- 
chester Statist  Soc,  1897-98. 

ZiBLiNSKi  (L.).  Der  Rubel  }etzt 
und  Yor  hundert  Jahren.  JsJirb. 
Nat  Oek.,  16,  Heft  4,  5. 


IX.    FINANCE  AND  TAXATION. 


BLAiro  (J.).  Histoire  des  Prlncipes 
dela  Repartition  et  de  la  Quotit^ 
dans  P£m>6t  Direct  Toulouse: 
Riviere.    8yo.    pp.  829. 

CAbbnyillb  (M.  de).  Les  Imp6ts 
en  Suisse.  Assiette;  Quotit^; 
Mesnres  d'Bxtoition.  Paris:  Che- 


yalier-Maresq  A  Cie.  8yo.  pp. 
800.    7fr. 

Hollanbbb  (J.  H.).  The  Finan- 
cial History  of  Baltimore.  Balti- 
more: Johns  Hopkins  Press.  8yo. 
$1.60.    [Announced.] 

HoLLAHDBB  (J.  H.y  editor).  Studies 
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In  State  Taxation,  with  Particular 
Reference  to  the  Southern  States. 
By  members  of  the  Johns  Hop- 
kins University.  Baltimore: 
Johns  Hopkins  Press.  8yo. 
$1.50.    [Annoxmced.] 

Hab]6-Dabi  (£.).  Sul  Bilanco  dello 
Stato.  Lineament!  dell'  Ordina- 
mento  Formale  della  Pubblica  Fi- 
nanza  [with  special  regard  to  bnd- 
geU  in  Italy].  Turin:  Fr.  Bocca. 
8vo.    pp.  212. 

PLEHif  (0.  C).  Finances  of  the 
United  States  in  the  Spanish  War. 
[Three  lectures,  reprinted.]  Berke- 
ley, Cal.:  The  University  Press. 
8vo.    pp.  44. 

Reid  (H.  Lloyd,  F.S.S.).  The 
British  Taxpayers'  Rights  [advo- 
cating a  sin»e  tax  on  the  value  of 
accumulated  wealth.]  London: 
T.  F.  Unwin.    8vo.    12s. 

In  Periodicals, 

AifEBT  (L.  S.).  Austro-Hunmian 
Financial  Relations.  £con. 
Joum.,  Sept. 

Oohbn-Stuabt   (A.  J.).     Progres- 


sive Taxation  in  Holland.    Econ. 

Joum.,  Sept. 
GAbtneb    (F.    W.).      Ueber  den 

Einkommensb^niff  [with  reply  by 

G.    Schanzl.    Flnanz-Archiv,   16, 

Band  2. 
GoMMB     (G.     Lawrence).       Local 

Taxation  in  London.  Joum.  Roy. 

Sutist  Soc.,  Sept. 
K0GZYI7BKI  (S.).     Untersuchuncen 

uber  ein    System  des  osterrelch- 

ischen  Gebtihrenrechtes  [conclud- 

ing  article].    Finanz-Arcnlv,    15, 

Band  2. 
SOHAKZ  (G. ).    Sparsteuer  oder  Erb- 

schaf  tssteuer  ?        Finanz-Archlv, 

15,  Band  2. 
.        Yergleichende       Untep- 

suchungen  der  Erbschaftssteuer- 

ertrage  in  Deutschland   und  im 

Ausland.       Finanz-Archlv,      16, 

Band  2. 
Tanoobba  (Y.).    Le  Teorie  Finan- 

ziarie  di  A.  G.  R.  Turgot.    Giom. 

degli  Econ.,  Oct 
ZohLA  (D.).       La    Question    des 

Sucres.     Ann.  de  I'Ec.  Libre  des 

Sci.  PoL,  July. 
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Bottbnb  (H.  R.  F.).  English  Mer- 
chants: Memoirs  in  Illustration  of 
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London:  Chatto  A  Windus.  Svo. 
pp.  808.    3s.  6d. 

Bbooks  (C.  p.).  Cotton:  Its  Uses, 
Yarieties,  Cultivation,  and  Prep- 
aration for  Market  Also  the 
Manufacture  of  Cotton-seed  Oil, 
Cotton-seed  Meal.  .  .  .  New  York: 
Spon  A  Chamberlain.  Svo.  II- 
lustr.    pp.  862.    $3. 

Clabk  (W.  J.).  Commercial  Cuba: 
A  Book  for  Business  Men.  [With 
introduction  by  E.  S.  Gould.] 
New  York:  C.  Scribner's  Sons. 
8vo.    pp.  614.    $4. 

EoKEBT  (Chr.).  Das  mainzer 
SchUfergewerbe  in  den  letzten  drei 
Jahrhunderten  des  Kurstaates  [In 
Schmoller's  Forschungen].  Leip- 
zig: Duncker  A  Humblot  8vo. 
8.80  m. 


Hauseb  (H.).  Ouvriers  dn  Temps 
Pass^.  XY«  et  XVI«  Sifecles. 
[In  Biblioth^que  des  Sciences  So- 
ciales.]  Paris:  F.  Alcan.  Svo. 
6fr. 

Kbaaz  (A.,  Ph.D.).  Bauemgut 
und  Frohndienst  in  Anhalt  vom  16 
bis  zum  19  Jahrhundert  Nach 
archivalischen  Quellen.  Jena: 
G.  Fischer.    Svo.    7.50  m. 

Lichtenbeboeb  (A.).  Le  Social- 
isme  et  la  Revolution  Fran^^alse. 
Etudes  sur  les  Id^es  Soclalistes  de 
1780  k  1796.  Paris:  F.  Alcan. 
Svo.    6  f r. 

Mabttn  St.  Leon  (E.).  Histoire 
des  Corporations  ae  Metiers,  de- 

guis  leurs   Origines  jusqu'l^  leur 
uppression    en    1791.       Paris: 
Gmllaumin.    8vo.    8  fr. 
NiooLAi-eir.    Die  Tolkswirthschaft 
in    Rnssland  nach  der  Bauem- 
emandpatlon.    1  Theil.    Am  dem 
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Russischen  ubersetzt  Yon  G.  Po- 
lonsky.  Munich:  H.  Lnkaachik. 
8vo.    pp.  260.    10  m. 

POBTBB  (Robert  P.)  Industrial 
Cuba.  A  Study  of  Present  Com- 
mercial and  Industrial  Conditions, 
with  Suggestions  ...  for  American 
Capital.  New  York:  G.  P.  Put- 
nam's.   8yo.    [Announced.] 

RoHBSGHBiDT  (Kurt  von).  Yom 
Zunftzwange  zur  Grewerbef reiheit. 
Eine  Studie  nach  den  Quellen. 
Berlin:  C.  Heymann.  8vo.  pp. 
088.    12  m. 

ScHMOLLEB  (G. ).  Umrisse  und  Un- 
tersuchungen  zur  Yerfassuogs-, 
Yerwaltungs-,  und  Wirthschafts- 
gaschichte,  besonders  des  preuss- 
ischen  Staates  im  17  und  18 
Jahrhimdert  [chiefly  reprinted  es- 
says]. Ijcipzig:  Duncker&  Hum- 
blot    8vo.    pp.699.     13  m. 

SiE  VEKiKG  (H. ) .  Genueser  Finanz- 
wesen  mit  bes.  Beriicks.  der  Casa  di 
S.  Giorgio.  L  Yom  12  bis  14  Jahr- 
hundert.  [In  Yolksw.  Abh.  der 
badischen  Hochschulen.]  Frei- 
burg: Mohr.    8vo.    pp.  233.    6  m. 

TiLBSLBY  (J.  L.).  Die  Kntstehung 
und  die  okonomischen  Grundsatze 
der  Chartistenbewegung.  [In 
Conrad's  Abhandlungen.]  Jena: 
G.  Fischer.    8vo.    2.40  m. 

Wabd  (Frank  G.).  Darstellnng 
und  Wiirdigung  der  Ansichten 
yon  Luther  yom  Staat  und  seinen 
wirthschaf  tlichen  Aufgaben. 
Jena:  G.  Fischer.    8yo.    2.40  m. 

WiSDFKLDT  (O.).  Statistische 
Studien  zur  Entwickelung  der  Ber- 

i  liner  Industrie  yom  1720  bis  1890. 
rin  SchmoUer's  Forschimgen.] 
Leipzig:  Duncker  &  Humblot. 
8vo.    pp.  422.    0.60  m. 


Woods  (Robert  A.,  editor).  The 
City  Wilderness.  A  Settlement 
Study  by  Residents  of  the  South 
End  House,  Boston.  Boston: 
Houghton,  Mifflin  &  Co.  12mo. 
$1.60. 


In  PeHodicaU, 

AvBNBL  (G.  d').  Paysans  et  Ou- 
yriers  depuis  Sept  Sidles.  IIL, 
lY.  [L,  II.  published  in  October, 
1896].  Rey.  des  Deux  Mondes,  15 
June,  16  July. 

Dunham  (S.  C).  The  Alaskan  Gold 
Fields  and  the  Opi)ortunities  they 
offer  for  Capital  and  Labor  [sec- 
ond article].  Bulletin  Dept.  of 
Labor,  Noy. 

Habtung  (J.).  Die  dlrekten 
Steuem  nnd  die  Yermogensent- 
wickelung  in  Augsburg  yom  16  bis 
zum  18  Jahrhundert.  Jahrb.  f. 
Gesetzg.,22,  Heft4. 

IlEWiNS  (W.  A.  S.).  The  Rsffula- 
tion  of  Wages  by  Justices  of  the 
Peace.    Econ.  Joum.,  Sept. 

Hopkins  (Washburn).  Land  Ten- 
ure in  Ancient  India.  Pol.  Sci. 
Quarterly,  Dec. 

L^B  (H.).  Les  Droits  d'Usage  et  les 
Biens  Cpmmunaux  en  France  an 
Moyen  Age.  Rey.  Int.  de  SocioL, 
Sept. 

Paoli  (L.).  Le  Saint-Simonisme  en 
Italie.    Rey.  d'ficon.  Pol.,  Sept. 

SuKNEB  (W.  G.).  The  Coin  Shil- 
ling of  Massachusetts  Bay.  L 
Yale  Rey.,  Noy. 

Wblton  (T.  a.).  Forty  Years*  In- 
dustrial Changes  in  England  and 
Wales.  Irans.      Manchester 

Statist.  Soc.,  1897-98. 


XL    STATISTICS. 


BiEDSRMANN  (E.).  Die  Statlstik 
der  edlen  Metalle  .  .  .  unter  An- 
lehnung  an  die  Soetbeerschen 
'^Materialien  "  fortgefiihrt  bis  ende 
1896.  Berlin:  W.  Ernst  u.  Sohn. 
4to.    pp.  84. 

Unbioned.  Statistics  of  Co-opera- 
tiye  Societies  in  Yarious  Coun- 
tries.  London.   4to.   pp.830.   lOs. 


In  Periodicals, 

BowucY  (A.  L.).  Comparison  of 
the  Changes  in  Wages  in  France, 
the  United  SUtes,  and  the  United 
Kingdom  from  1840  to  189L 
Econ.  Joum.,  Dec. 

BowLBT  (A.  L.)  and  HoPKiNSOBr 
(A.).    Bibliography  of  Wage  Sta- 


Digitized  by 


Google 


RECENT  PUBLICATIONS  UPON  ECONOMICS 


248 


tlstics  in  the  United  Kingdom  in 
the  Nineteenth   Centory.    Econ. 
Rev.,  Oct. 
Fauleobb  (R.  p.).    The  Develop- 
ment of   the    Censns.       Annals 


Amer.  Acad.  Pol.  and  Soc.  8cL» 
Nov. 
Unsigkbd.     Wages  in  the  United 
States  and  Europe,  1870  to  1808. 
Bulletin  Dept  of  Xiahor,  Sept 


Xn.    REPRIITTS,  TRANSLATIONS,  AND  NEW  EDITIONS. 


GOBSA  (L.).  Histoire  des  Doctrines 
ficonomiques  [translated  from  the 
Italian,  with  preface  by  A.  Des- 
champes].  Paris:  Giard  ft  Bri^re. 
8vo.    pp.  574.    10  fr. 

Elxbowsky  (N. ).  Das  A,  B,  C,  der 
Sozialen  Wissenschaften.  Die 
gegenwartige  west-europ.  Zivi- 
usation,  die  griechische-romische, 
das  Mittelalter,  das  Aufleben  der 
Wissenscliaft.  Uebersetzung  des 
Autors  aus  dem  Russischen. 
Leipzig:  H.  Haacke.  8vo.  pp. 
080.    hm. 

LoBDa  (E.).  La  R^forme  Mon^ 
taire  de  la  Russie  [translated  from 
the  Italian,  with  preface  by  R.-G. 
L^vy].  Paris:  Giard  A  Brifere. 
8vo.    pp.  246.    6  f r. 

MabshaTjL  (Alfred).  Principles  of 
Economics.  Fourth  edition.  Lon- 
don and  New  York:  Macmillan. 
8vo.    pp.820.    $8. 


MiCHELi  (Horace).  State  Purchase 
of  Railways  in  Switzerland. 
Translated  by  John  Cummings, 
Ph.D.  [Public,  of  Amer.  Econ. 
Assoc.]  New  York:  Macmillan 
Co.    8vo.    pp.  72.    50  cts. 

Rodbbbtus  (Earl).  Overproduc- 
tion and  Crises.  [Translated  by 
Julia  Franklin,  with  Introduc- 
tion by  J.  B.  Clark.]  London: 
Swan  Sonnenschein  A  Co.  New 
York:  Scribner's.  12mo.  pp. 
144.    $1.26. 

In  Periodicals. 

Adams  (H.  C).  Yolkswirthschaft 
und  Rechtsordnung  [translation  of 
presidential  address  before  Amer. 
Econ.  Assoc].  Jahrb.  f.  Gesetzg., 
22,  Heft  4. 


XHL    NOT  CLASSIFIED. 


BoDX  (W.).  Wirtshausreform  in 
England,  Norwegen,  und  Schwe- 
den.  Auf  Grund  von  Reisen  .  . . 
ffeschildert  Berlin :  C.  Heymann. 
8vo.    pp.  113.    Hlustr.    1.60  m. 

BBBirrANO  (L.).  Gesammelte  Auf- 
satze.  1  Band:  Erbrechtspolitik, 
alte  und  neue  Feudalit&t.  Stutt- 
gart: Cotta.  8vo.  14  m.  [An- 
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JoKBS  (H.).  An  Entrance  Guide  to 
Professions  and  Business.  With 
Preface  by  H.  de  B.  Gibbins. 
London:  Methuen.  8vo.  pp.  140. 
Is.  6d. 

EiDD  (Benjamin).  The  Control  of 
the  Tropics.  New  York:  Mac- 
millan.   12mo.     pp.   101.     75  cts. 

HsuBiOT  (P.).  Des  Agglomerations 
Urbaines  dans  r Europe  Contem- 


pondne.  Paris:  Belin.  8vo.  pp^ 
472. 

Obtbani>bb(D.).  The  Social  Crisis, 
the  Duty  of  (^vemment  [corpora- 
tions, labor  and  capital,  socialism, 

raihx)ads ]    New  York:  F.  T. 

Neely.    12mo.    pp.  281.    50  cts. 

Pabbto  (v.).  La  Libert^  Econo- 
mique  et  les  fiv^nements  d'ltalie. 
Lausanne:  T.  Rouge.  8vo.  pp. 
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United  States:  A  Study  of  their 
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labor  and  wages,  the  silver  stand- 
ard  ]  New  York:  G.  P.  Put- 
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$4.50. 
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Monopolls^es  anx  ^tato-Unis. 
Paris:  Colin.  18mo.  pp.  360. 
4  fr. 

Satous  (A.  £.).  Les  Bourses  da 
Yaleurs  et  de  Commerce.  Traits 
des  Operations  de  Bourse.  Paris: 
Bousseau.    Sva     [Announced.] 

Yrri  DS  Mabco  (A.).  Sa^  di 
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Eoonomiche  dl  Antonio  Serra. — 
Contributo  alia  teoria  del  prestito 

Subbllco. — Entrate  patrimonial!  et 
emanlo.]      Rome:   Giom.    degU 
Econ.    8yo.    pp.  188. 

In  Periodicals. 

BoBoros  (W.).  Wandlungen  im 
DetailhandeL  Archly  f.  Soz. 
GeseUg.,  XIII.,  1,  2. 

Donald  (R.).  The  State  and  the 
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temp.  Rev.,  Oct 
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Tangle  and   the  Way  out  of  it. 

Fortoightly  Rev.,  Dec. 
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Unis.    Ann.  de  TEcole  Libre  des 
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THE  THEORY  OF  SAVERS'  RENT  AND  SOME 
OF  ITS  APPLICATIONS. 

The  effectiye  desire  of  accumulation  is  displayed  in 
different  degrees  of  strength  as  between  different  times, 
different  places,  different  individuals,  and  the  different 
increments  which  make  up,  at  any  one  moment  of  time, 
the  saying  of  a  single  individual.  The  first,  second,  and 
fourth  propositions  have  been  adequately  discussed  by 
economists;  but,  so  far  as  the  present  writer  is  aware, 
the  third,  while  not  wholly  neglected,  has  never  been 
worked  out  with  completeness  or  given  the  emphasis 
which  it  deserves.  The  individuals  of  any  country  at 
any  time  have  been  divided  customarily  into  two  homo- 
geneous groups, —  those  who  have  a  desire  of  accumula- 
tion of  sufficient  strength  to  cause  them  to  save  and  invest 
at  the  prevailing  rate  of  return,  and  those  who  have  not 
It  has,  in  general,  been  overlooked  that  the  group  which 
saves,  instead  of  being  homogeneous,  is  diversified, —  is 
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divided,  according  to  saving  capacity,  into  a  great  number 
of  gradations  or  sub-groups.* 

This  classification,  to  be  exact,  should  extend  as  far  as 
separate  individuals;  because,  to  use  Bohm-Bawerk's  ex- 

*  AmoDfiT  xeoent  imten,  those  who  ha^e  oome  nearest  to  eetting  forth  oom- 
pletely  the  premises  and  oonclufioiis  of  this  paper  are :  BShm-Bawerk,  in  the 
Positive  Theory  </  Capital^  p.  279,  where,  in  oonneotion  with  his  **  marginal 
pairs,"  he  shows  that  yarying  indiTidnal  subjeotiTe  rates  of  discount  of  the 
fntnre  are  levelled  np  to  one  uniform  objeotiTe  rate,  established  bj  the  market ; 
Commons,  in  his  Distribution  qf  Wealth,  p.  188 ;  Flux,  in  the  artiole  on  **  Inter- 
est **  in  Palgrave^s  Dictionary  of  Political  Economy;  and  Hadley,  in  a  foot-note 
on  p.  272  of  his  EconomicB,  As  we  shall  see,  however,  neither  Bohm-Bawerk 
nor  Hadle J  seem  to  have  been  aware  of  the  sigmfioanoe  of  this  f eatnre  of 
their  analysis. 

Among  earlier  writers  we  find  that  John  Bae,  the  first  to  adequately  ap- 
preciate and  explain  the  first  and  second  propositions  above  stated  (and  to 
whom,  indeed,  the  sdenoe  is  indebted  for  the  term  "  effective  desire  of  accu- 
mulation "),  also  examined  **the  effects  resulting  from  diversities  of  strength 
in  the  accumulative  principle,  in  members  of  the  same  society."  This  chapter 
in  the  New  Principles  qf  Political  Economy,  pp.  198-207,  contains  many  imi>or- 
tant  observations  on  the  oharaoteristics  and  historical  development  of  classes 
of  savers ;  but,  owing  to  the  lack  of  a  firm  grip  upon  the  marginal  principle, 
it  just  falls  short  of  a  complete  solution.  Again,  William  Ellis,  in  the  West- 
minster  Beview  for  January,  1826,  p.  108,  made  some  approach  to  the  position 
of  this  paper,  in  that  he  graded  uivestors  of  capital  as  such  according  as  the 
reluctance  to  incur  the  oonmion  and  average  risks  of  investment  would  be 
overcome  by  1,  2,  3,  4,  or  5  per  cent,  of  profit,  as  the  case  might  be.  But  in 
spite  of  this  recognition  of  different  degrees  of  strength,  in  different  individ- 
uals, of  the  effective  desire  of  undergoing  business  risks  (he  expressly  denied 
the  necessity  of  a  separate  reward  for  the  initial  saving  of  capital,  or  absti- 
nence), the  marginal  idea  escaped  him,  and  with  that  all  ehanee  of  completely 
working  out  his  problem.  (A  solution  of  EUis's  problem  by  a  recent  writer, 
Haynes,  may  be  found  in  the  Quarterly  Journal  qf  Economics  for  July,  1800,  vol. 
ix.  pp.  42&-430.) 

The  fourth  proportion  has  been  most  fully  and  luoidly  discussed  by 
Carver  in  the  Quarterly  Journal  qf  Economics  for  October,  1893,  vol.  viii.  pp. 
40-61,  and  by  Commons,  pp.  18, 19, 185-187  of  the  work  to  which  reference  has 
already  been  made.  An  analysis  of  the  saving  of  the  individual,  briefly  stated 
and  restricted  to  one  moment  of  time  and  to  one  fixed  rate  of  interest,  has  been 
made  by  Clark  in  the  Quarterly  Journal  for  April,  1891,  vol.  v.  pp.  297-296,  and 
in  the  Annals  of  the  American  Academy  for  Marwh,  1893,  vol.  iiL  p.  617 ;  also, 
following  Clark,  by  Marshall,  on  pp.  606  and  314  of  the  third  edition  of  his 
Principles,  and  pp.  626  and  312  of  the  fourth  edition.  Clark's  suggestion 
seems  to  have  been  the  germ  of  the  theory  so  highly  developed ;  first  by  Carver 
and  then  to  a  higher  stage,  following  him,  by  Conmions.  The  present  writer 
is  indebted  to  Clark  for  the  term  **  intra-marginal,"  as  used  in  this  connection ; 
although  he  had  worked  out  the  subject  as  a  whole  independently  of  him  or  of 
any  of  the  recent  writers  mentioned  above. 
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pression,  each  indiyidnal  has  his  own  subjective  scale  of 
discounting  the  future.  But  the  other  factor  of  the  ca- 
pacity  to  save  —  the  opportunity  to  save  which  results 
from  the  excess  of  means  over  present  pressing  necessities 
— seems  naturally  to  segregate  individuals  group  wise.  In- 
dividuals certainly  fall  into  classes  of  fairly  homc^ene- 
ous  make-up,  as  measured  by  the  amount  of  their  in- 
comes ;  and,  among  those  who  are  the  accumulators  of 
capital  par  excellence  in  modem  society,  the  amount  of 
income  is  by  far  the  more  powerful  factor  determining  the 
amount  of  capital  which  can  be  and  is  accumulated. 

The  matter  of  individual  saving  within  the  classes 
which  I  am  about  to  describe  needs,  however,  to  be 
somewhat  further  examined.  And  this  is  so  because  the 
margin  of  saving  and  the  different  grades  or  layers  of 
intra-marginal  saving  on  the  part  of  the  individual  cut 
across,  to  some  extent,  the  marginal  and  intra-marginal 
saving  of  the  classes  themselves.  That  is,  each  individ- 
ual member  of  a  class  has  a  margin  of  abstinence  which 
will  be  higher  or  lower  according  to  the  prevailing  rate  of 
interest ;  he  will  save  more  or  less  as  the  rate  of  interest 
rises  or  falls.  Now,  at  any  given  rate  of  interest  which 
brings  a  certain  margin  of  saving  into  play,  he  reaps 
a  surplus  on  each  of  those  increments  of  his  total  savings 
which  would  have  been  made,  if  necessary,  on  the  lower 
margin  corresponding  to  the  lower  possible  rates  of  inter- 
est. At  any  time  he  makes  a  saver's  rent  on  each  part 
and  on  the  total  of  his  individual  intra-marginal  absti- 
nence. 

But  for  my  purposes  I  wish  to  consider  only  the  group 
surpluses  or  savers'  rent  of  classes  of  capitalists  at  any 
time  in  our  modem  society.  I  shall  therefore  make  the 
assumption  (not  an  entirely  arbitrary  one,  as  will  be  pres- 
ently explained)  that  there  are  classes  of  savers  with 
fixed  differences  of  marginal  saving,  and  that  the  total 
possible  savings  of  the  class  are  made  on  that  margin. 


Digitized  by  VjOOQIC 


248  QUARTERLY  JOURNAL  OF  ECONOMICS 

there  being  no  individual  intra-maxginal  or  extra-marginal 
saying.  That  is  to  say,  the  members  of  each  class  as  a 
class  are  supposed  to  save  a  certain  amount  at  a  certain 
rate,  and  to  save  no  more  if  the  prevailing  rate  is  higher, 
and  to  cease  to  save  entirely  if  it  is  lower. 

Now,  of  course,  the  savers  in  each  class  will,  as  a  rule, 
save  somewhat  more  if  the  rate  of  interest  should  rise; 
and  they  will,  most  of  them,  keep  on  saving  to  some  ex- 
tent if  it  should  fall.  Nevertheless,  this  does  not  for 
practical  purposes  invalidate  my  hypothesis.  It  seems  to 
me  that  there  are,  in  fact,  classes  of  savers  established  by 
a  standard  of  interest  about  which  the  members  of  that 
class  do  the  bulk  of  their  saving.  There  is  a  set  of  capi- 
talists, for  example,  who  will  save  nearly  as  much  as  they 
are  able  and  willing  to  save  under  any  circumstances  at  8 
per  cent.  If  the  rate  goes  higher,  they  save  only  a  little 
more  than  they  were  saving  already,  and  that  not  entirely 
because  of  the  increased  motive  to  save,  but  also  because 
the  rise  of  the  rate  of  return  has  increased  their  incomes, 
so  far  as  these  are  derived  from  interest  on  capital,  and  thus 
their  ability  to  save.  If,  on  the  contrary,  interest  falls 
below  8  per  cent.,  they  will  continue  to  save  in  some 
degree  for  certain  special  reasons  presently  to  be  ex- 
plained; but  they  soon  lose  the  incentive  to  try  to  become 
or  to  continue  capitalists  on  a  large  scale,  and  their  total 
savings  shrink  rapidly,  —  more  rapidly  than  could  be 
accounted  for  by  the  decrease  in  their  incomes. 

It  is  recognized  that  in  actual  life  there  is  more  friction 
than  is  here  taken  account  of.  The  volume  of  individual 
saving — ^both  the  accumulation  of  new  capital  and  the 
maintenance  of  old  — ^responds  less  readily  to  a  fall  in  the 
rate  of  interest  than  to  a  rise.  Many  people  keep  on  sav- 
ing new  capital  out  of  habit,  although  they  do  not  feel  as 
well  paid  as  formerly ;  and,  again,  capital  once  in  posses- 
sion will  natuitdly  be  held  on  to  at  a  lower  rate  than 
would  have  furnished  a  motive  for  its  formation.    Never- 
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theless,  in  the  end  weak  savers  cease  to  save  new  capital, 
and  sell  out  their  rights  in  the  old. 

To  guard  against  possible  misunderstanding,  it  is  also 
perhaps  necessary  to  emphasize  the  fact  that,  in  classifying 
indiyidual  savers,  I  take  into  account  their  psychological 
characteristics  and  external  circumstances  at  one  moment 
of  time ;  that  is,  at  one  moment  of  time  somewhat  struct- 
urally extended, —  during  a  rather  short  period  of  time. 
At  widely  separated  periods  in  his  lifetime  an  individual 
may  appear  under  such  different  conditions  of  motive, 
strength  of  will,  and  circumstances,  as  to  constitute  him, 
for  the  purposes  of  this  discussion,  a  different  individual. 

Believing,  with  qualifications  such  as  these,  that  there 
are  classes  of  savers  with  certain  marked  characteristics  in 
common  as  to  the  law  of  their  saving,  and  that  no  serious 
error  will  arise  if  these  classes  are  considered  as  absolutely 
separated, —  if  the  overlapping  of  individual  increments  of 
saving  into  the  different  classes  is  neglected, —  I  will  pro- 
ceed to  the  positive  statement  of  my  thesis. 

There  is,  first,  at  any  time  in  our  industrial  society  the 
class  of  marginal  savers, — the  people  who  save  and  invest 
for  the  sake  of  the  return  on  the  investment,  and  to  whom 
the  current  rate  of  return  is  just  sufficient  to  furnish  a 
motive.  Below  this  is  a  series  of  other  classes  of  savers 
which  would  each  in  turn  become  the  marginal  class  if  the 
rate  of  interest  should  fall  progressively.  At  any  given 
rate  of  interest,  therefore,  the  savers  below  the  margin  re- 
ceive, according  to  the  class  in  which  they  stand,  a  certain 
amount  of  savers'  rent ;  that  is,  the  interest  they  receive 
is  not  the  rate  necessary  to  induce  them  to  continue  to 
save,  but  the  rate  which  the  state  of  the  market  affords. 
Part  of  that  interest,  then,  is  the  reward  of  their  absti- 
nence,—  the  compensation  for  the  amount  of  disutility  of 
saving  which  they  feel ;  and  the  remainder  is  a  surplus. 

To  illustrate,  let  us  suppose  that  the  current  rate  of 
interest  is  6  per  cent.,  and  that  savers  are  graded  into 


Digitized  by  VjOOQIC 


260  qUABTERLT  JOURNAL  OF  ECONOMICS 

classes  A,  B,  C,  D^  E,  F,  G,  H,  coiresponding  with  even 
units  of  per  cent,  of  return  at  which  each  would  save  if 
necessary.  Let  Class  G  represent  the  margin, —  those  who 
save  to  get  their  5  per  cent,  and  who  receive  no  rent. 
Class  H,  whose  members  are  extra-marginal,  and  who  are 
onlj  potential  savers,  would  be  shut  out  altogether.  Class 
F,  on  the  contrary,  would  be  intra-marginal,  and  receive 
a  rent  of  1  per  cent. ;  and  so  back  to  Class  A,  which  would 
receive  6  per  cent.  Class  A  would  receive  6  per  cent, 
savers'  rent  (5  per  cent,  objectively,  1  per  cent,  purely 
subjectively),  because  it  is  supposed  that  the  members  of 
this  class  would,  if  necessary,  continue  to  save  the  same 
amount  at  a  negative  rate  of  interest  of  1  per  cent.  They 
have  so  very  strong  a  desire  to  make  provision  for  the 
future,  for  themselves  or  for  their  families,  that  they 
would  be  willing  to  pay  an  annual  charge  of  1  per  cent. 
to  have  that  provision  guaranteed.  Thus,  at  one  end  of 
the  scale  of  classes  of  savers  in  the  community  the  motive 
of  ambition  predominates,  and  at  the  other  the  motive  of 
prudence.  The  motive  of  ambition  we  may  call  the  mar- 
ginal, or  active,  motive ;  and  the  motive  of  prudence,  the 
intra-marginal,  or  passive,  motive.  Those  who  are  actu- 
ated chiefly  or  altogether  by  the  former  make  up,  I  be- 
lieve, the  bulk  of  capitalists  on  a  large  scale,  or  rather 
those  who  are  becoming  capitalists  on  a  large  scale; 
whereas,  those  who  are  actuated  chiefly  or  altogether  by 
the  latter  make  up  the  bulk  of  small  capitalists,  repre- 
sented in  large  part  by  savings-bank  depositors  and 
holders  of  policies  of  life  insurance. 

The  first  and  most  important  application  of  the  idea  of 
savers'  rent  is  to  the  difficulties  which  have  arisen  over 
the  doctrine  of  abstinence.  Not  only  socialists,  but  some 
conservative  economists,  have  been  led,  by  what  seemed  to 
them  to  be  the  anomalous  character  of  saving  on  the  part 
of  very  rich  men,  to  deny  more  or  less  explicitly  the 
validity  of  the  long-accepted  proposition  that  interest  is 
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the  reward  of  a  sacrifice;  that  is,  a  payment  for  a  cost 
in  creating  and  maintaining  capital. 

Thus  Bohm-Bawerk  asserts  that  ^'Lassalle  is  for  the 
most  part  right  as  against  Senior,"  because  ^^  the  existence 
and  the  height  of  interest  by  no  means  invariably  corre- 
spond with  the  existence  and  the  height  of  ^  a  sacrifice  of 
abstinence,'" — an  argument  repeated  elsewhere  in  con- 
nection with  the  German  "labor  theories"  of  interest* 
A  still  more  remarkable  passage  in  the  same  vein  is  found 
in  the  attack  on  Couroelle-Seneuil's  theory  of  interest 
which,  Bohm-Bawerk  himself  says,  is  "  only  Senior's  absti- 
nence theory  clad  in  a  slightly  different  dress."  Here  we 
read  what  is  practically  a  reproduction  of  the  famous  gibe 
of  Lassalle  (who  is  mentioned  by  name  and  supported) ; 
we  find,  further,  an  attempt  to  proye  that  when  a  manu- 
facturer borrows  from  a  capitalist,  there  is  a  double  absti- 
nence, the  second  not  paid  for ;  and,  finally,  the  statement 
that  "  people  get  interest,  not  because  they  work  for  it, 
but  simply  because  they  are  onmers.^^  In  tMs  passage  we 
read  in  one  place  that  "  foresight  and  saving  do  cost  a  cer- 
tain moral  pain  "  (that  is,  do  cost  a  certain  sort  of  labor), 
and,  in  another  place,  that  "the  non-consumption  of 
wealth  "  is  not  "  a  labor."  f 

Bohm-Bawerk  distinguishes  the  explanation  of  inter- 
est from  its  justification,  the  "is  "  from  the  "should  be," 

*  Capital  and  InUrestt  pp.  277, 311.  On  page  278  Bohm-Bawerk  announoed 
that  in  his  leoond  yolnme  he  would  give  **  exact  proof  "  of  **  a  certain  inflnenoe 
on  the  origination  of  interest''  exerted  hy  " poetponement  of  gratafioation/' — 
the  **  core  of  truth  in  Senior's  doctrine  "  of  page  276,— an  inflnenoe  which,  how- 
eyer,  is  "  neither  so  simple,  nor  so  direct,  nor  so  exdnsiTe  as  to  permit  of  inter- 
est heing  explained  as  merely  a  **  wage  of  abstinence.' "  This  promise  is  hardly 
made  good,  except  very  bri^y  on  page  363.  In  those  parts  of  the  second  yol- 
nme which,  in  some  respects,  come  nearest  to  fnlfiknent,  the  sections  treating  of 
*'  the  technical  superiority  of  present  goods  "  (particolarly  pages  316,  330-333, 
358,  359),  the  idea  of  a  cost  in  postponement  of  gratification,  the  idea  of  "  pres- 
ent and  fntoro,"  is  left  quite  out  of  account ;  and,  in  that  part  (Book  II. 
chap,  iy)  whero  postponement  of  gratification  or  abstinence  is  most  satisfac- 
torily treated  under  the  name  of  "  saying,"  aU  mention  of  Senior  is  omitted. 

t  Capital  and  Interest,  pp.  301-304 ;  compare  Positive  Theory,  pp.  123, 124. 
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and  early  in  his  first  volume  announces  the  former  as  the 
task  ix>  which  he  proposes  to  confine  himself.  In  the 
second  volume,  nevertheless,  we  find  him  dealing  exten- 
sively with  the  latter  problem,  and  that  one  set  of  pas- 
sages seems  to  justify  interest,  and  another  set  seems  to 
imply  the  contrary.*  Again,  in  dealing  with  the  expla- 
nation of  interest  and  of  the  growth  and  maintenance  of 
capital,  there  is  one  set  of  passages  which  explain  those 
intimately  connected  matters  by  the  abstinence  theory, 
or  by  that  theory  clad  in  a  slightly  different  dress,  and 
another  set  which  explain  them  quite  otherwise.!  Thus, 
on  a  very  important  part  of  the  theory  of  capital  and  inter- 
est, this  keen  writer  swings  back  and  forth  between  two 
opinions.  The  oscillation  notwithstanding,  the  general 
impression  given  by  his  earlier  and  later  volumes  is  that 
Senior's  doctrine  of  abstinence  is  to  be  abandoned.^ 

In  the  same  way  we  find  Marshall,  in  his  handling 
of  the  doctrine  of  abstinence,  impressed  by  the  fact  that 
"the  greatest  accumulators  of  wealth  are  very  rich  per- 
sons " ;  that  he  refers,  without  expressed  dissent,  to  the 
"  amusement "  which  Marx  and  his  followers  have  found 
in  "contemplating  the  accumulation  of   wealth   which 

•Positive  Theory,  pp.  360,  863,  364,  371 ;  and  120, 121,  362. 

tibid.,  pp.  102, 104, 106-118, 123,  124 ;  and  316,  330-333,  336,  358,  359,  363. 
A  farther  set  of  contrasted  passages  may  be  found  wliioh  deal  with  Bohm- 
Bawerk's  answer  to  the  question  whether  iJiere  is  saving  inrolyed  in  iJie  main- 
tenance of  capital  as  well  as  in  its  first  creation.  Positive  Theory,  pp.  104, 110- 
111, 116,  117;  and  119,  120,  362.  In  the  last  passage  (p.  362),  the  sentence 
**  Where  capital  has  once  been  obtained  by  personal  exertion  and  ability,'*  — 
all  idea  of  saving  as  something  additional  to  technical  exertions  or  indnstry, 
necessary  to  the  creation  as  weU  as  the  continaed  existence  of  capital,  seems 
to  have  dropped  oat  of  sight.  With  this  passage  may  be  compared  pp.  381- 
383  of  Tol.  ix.  of  the  QiMxrter/y  Joumod  qf  Economics, 

t  This  view  of  the  net  effect  of  his  teaching  is  supported  by  p.  xv  of 
the  **  Translator's  Preface  "  to  Capital  and  Interest,  and  by  Hadley  in  Annals 
qf  the  American  Academy  qf  Political  and  Social  Science  (Norember,  1898),  toI.  iv. 
p.  338.  The  passage  in  Hadley's  article  leads  up  to  his  theory  of  the  jostifica- 
tion  of  interest  as  an  institution  for  the  selection  of  business  ability.  This 
dissent  from  the  classical  teaching  is  not  so  strongly  expressed  in  his  Econom' 
ics,— it  IB  rather  implied;  but  he  proceeds  to  defend  the  system  of  interest 
in  modem  society  as  in  the  article. 
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results  from  the  abstinence  of  Baron  Rothschild";  and 
that  (following  Maovane)  he  substituted  the  word  "  wait- 
ing "  for  the  word  "  abstinence,"  without  clearly  indicat- 
ing how  much  of  the  properly  understood  significance 
of  the  old  term  attaches  to  the  new.  Indeed,  he  leaves 
it  very  much  in  doubt  whether  or  not  interest  is  always 
the  reward  of  a  real  sacrifice,  and  even  whether  accumula- 
tion always  involves  "  waiting."  * 

It  is  certainly  within  the  bounds  of  truth  to  say  that 
we  get  at  best,  from  the  conservative  writers  just  ex- 
amined, an  uncertain  and  hesitating  answer  to  these  ques- 
tions. The  cause  of  this  obscurity,  as  in  all  such  in- 
stances, is  confusion  of  thought.  And  this  confusion  of 
thought  arises  from  the  attempt  to  treat  savers  as  a 
homogeneous  body, —  an  undertaking  which  breaks  down, 
and  results  in  treating  interest  as  a  payment  for  a  disutil- 
ity felt  by  savers  in  the  "average "  of  cases  or  in  "most " 
cases,  or  as  payment  for  something  which  is  not,  after 
all,  a  real  or  "painful"  disutility. 

The  definite  answer  to  every  question  concerning  the 
doctrine  of  abstinence  is  found  only  when  we  consider 
that  the  current  rate  of  interest  at  any  time  is  the  re- 
ward of  abstinence  for  the  marginal  savers,  and  that 
other  savers  are  receiving  varying  amounts  of  savers' 
rent.  Or,  to  express  the  idea  another  way,  the  current 
rate  of  interest  at  any  time  is  determined  by  the  marginal 
productivity  of  capital,  on  the  one  hand,  and  by  the 
marginal  effective  desire  of  accumulation,  on  the  other; 
and  this  marginal  effective  desire  of  accumulation,  which 
furnishes  the  last  increment  of  capital  in  use,  must  be 
paid  its  necessary  price,  which  price  so  fixes  the  market  for 

*  **  The  aoonmiilation  of  wealth  is  generally  the  xeeult  of  a  postponement 
of  enjoyment  or  of  a  waiting  for  it. . . .  The  growth  of  wealtli  inyolyes  in  gen- 
eral a  ddiberaU  waiting  for  a  pleamre  which  a  penon  has  (rightly  or  wrongly) 
the  power  of  commanding  in  the  immediate  present." 

The  italics  are  mine.  See  the  whole  passage,  third  edition,  pp.  814,  315 ; 
second  edition,  pp.  292,  293 ;  fourth  ectition,  pp.  312,  313. 


Digitized  by  VjOOQIC 


254  QUABTJBBLT  JOURNAL  OF  ECONOMICS 

savings  that  those  who  have  a  stronger  effective  desire 
of  saving  reap  an  advantage  which  may  be  called  a  rent. 
Thus,  at  any  time  in  our  modem  society,  interest,  with 
some  people,  is  entirely  ^^  earned,"  in  the  sense  that  it  is 
a  reward  for  a  sacrifice  or  self-denial  that  would  not  be 
made  but  for  the  reward;  and  at  the  same  time  with 
others  interest  is,  to  a  greater  or  less  degree,  '^  unearned," 
in  the  purely  economic,  non-legal  sense  of  the  term.  In 
primitive  societies  and  newly  developed  countries,  all 
savers  are  on  the  margin.  There  is  then  no  savers'  rent, 
just  as  there  is  no  landlords'  rent. 

The  terms  ** abstinence,"  ** waiting,"  and  "saving,"  in 
political  economy,  should  mean  precisely  the  same  thing, 
—  namely,  a  going  without  the  present  consumption  of 
wealth  which,  in  itself  or  in  its  equivalent,  people  have  it 
within  their  power  to  consume ;  which  going  without  is  a 
necessary  condition  both  for  the  creation  and  maintenance 
of  capital  under  any  and  all  circumstances.*  Whether  or 
not,  and  in  what  degree,  this  act  of  going  without  involves 
a  felt  privation  or  renunciation  or  sacrifice,  in  the  ordi- 
nary sense  of  these  words,  depends  on  the  character  and 
circumstances  of  the  individual.  With  some  people,  to 
go  without  present  consumption  or  to  postpone  consump- 
tion involves  privation  and  self-denial  or  restraint  to 
such  a  degree  that  all  they  receive  as  interest  on  their 
capital,  by  virtue  of  the  marginal  exploitation  of  the 
arts  and  processes  of  industry  by  means  of  their  capital, 
is  strictly  a  reward.  This  holds  true  of  all  frontiersmen, 
and  of  all  poor  but  ambitious  capitalists  starting  in  busi- 
ness. On  the  other  hand,  with  many  people  in  an  ad- 
vanced and  wealtliy  community  going  without  the  full 
exercise  of  this  command  over  present  consumption  in- 

*  These  terms,  unqualified,  shonld  pertain  only  to  an  economio  category. 
If  we  wish  to  call  attention  to  the  £aot  of  an  historioal-legral  category,— to 
Uie  fact  that  at  the  present  time  some  people  perform  for  others  the  necessary 
ahstaimng,  waiting,  or  saying  in  the  process  of  prodnction,~we  shonld  speak 
of  **yicarion8  "  abstinence,  waiting,  or  saving. 
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volyes  a  felt  privation  to  so  slight  a  degree  that  much 
and  sometimes  all  of  what  they  receive  as  interest  is  an 
unearned  increment  of  gain  or  rent.  The  existence  of 
savers'  rent,  objectively  considered,  is  due  to  the  fact 
that  through  the  workings  of  competition  all  acts  of 
abstinence,  waiting,  or  saving,  are  paid  for  at  one  market 
rate.  Subjectively  considered,  the  existence  of  savers' 
rent  depends  upon  the  £Eict  that  all  acts  of  abstinence, 
waiting,  or  saving,  do  not  involve  the  same  disutility 
or  cost. 

The  chief  reason  why  the  intra-marginal  savers  have 
a  stronger  effective  desire  of  accumulation  than  others  is 
not  so  much  because  they  have  a  more  vivid  realization 
of  the  future  or  more  self-control,  as  because  their  incomes 
are  so  much  larger  that  the  marginal  utility  of  money  with 
them  is  less.  A  small  part  of  the  income  of  a  Rothschild 
or  a  Vanderbilt  will  buy  everything  which  can  add  any 
further  appreciable  increment  of  pleasure  or  social  consid- 
eration. If,  then,  such  men  go  on  saving  and  investing, 
because  they  prefer  that  course  to  giving  their  money 
away,  the  gains  which  they  receive  on  such  investments 
are  undoubtedly  pure  savers'  rent. 

It  must  be  remembered  that  our  analysis  concerns  the 
saving  of  capital  by  classes  in  a  community  at  a  certain 
time.  Considering  long  periods  of  time,  and  regarding 
our  classes  of  savers  as  present  representatives  of  a  race 
of  savers,  we  find  that  in  the  end  the  differences  between 
them  depend  upon  differences  in  psychological  make-up, 
and  not  on  differences  in  outward  circumstances  (i.e.,  on 
size  of  income).  The  present  generation  of  stronger 
savers  save  much  under  easy  circumstances,  because, 
speaking  generally,  their  ancestors  saved  much  under 
difficulties.  This  generation  is  intra-marginal  in  its  sav- 
ing, because  that  generation  was  marginal, —  it  did  not 
shrink  from  making  the  most  of  its  opportunities,  although 
the  fight  was  hard. 
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Even  as  to  the  very  rich  of  the  present  generation,  it 
may  be  doubted,  from  the  general  and  social  point  of  view, 
whether  the  incomes  of  such  persons  are  to  be  regarded 
as  consisting,  to  any  great  extent,  of  pure  interest.  As 
individuals,  any  particular  one  of  them  may  do  what, 
as  a  matter  of  fact,  many  of  them  already  do, —  delegate 
the  management  of  property,  and  invest  only  in  public 
funds  or  other  forms  of  securities  entailing  a  minimum  of 
risk.  In  general,  however,  it  would  seem  impossible  for 
them  to  do  this  as  a  class.  It  is  obvious  that  all  of  them 
could  not,  at  the  same  time,  invest  in  the  safe,  auto- 
matically managed  forms  of  investment,  without  speedily 
reducing  the  rate  of  return  on  such  investments  approxi- 
mately to  zero.  As  a  class,  therefore,  they  must  run  risks, 
and  must  exert  strenuously  great  powers  of  management 
in  order  to  keep  up  their  fortunes,  to  say  nothing  of  in- 
creasing them.  Securities  are  constantly  falling  in,  and 
some  means  of  reinvestment  must  be  found.  Industry  is 
constantly  undergoing  change  which  displaces  old  forms 
of  concrete  capital.  Saving,  in  the  full,  economic  sense 
of  the  word,  means  not  only  the  determination  to  save, 
but  the  finding  of  the  ways  and  means  of  saving, —  not 
only  making  investments,  but  making  them  pay.  The 
very  wealthy,  in  actual  fact,  include  within  their  number, 
as  a  necessary  factor  in  the  autonomy  of  the  class,  those 
captains  of  industry  in  whose  hands  is  the  *^  speculative 
fund  "  which  is  the  chief  element  of  material  progress  in 
our  society.  As  risk-takers,  organizers,  patrons  of  inven- 
tion, this  active  element  of  the  wealthy  capitalist  class 
brings  gains  to  society  which  justify  the  existence  of  the 
class  as  a  whole.  It  is,  moreover,  obvious  that  the  great 
profits  of  the  more  enterprising  and  successful  of  these 
leaders  of  industry  far  exceed  the  total  of  all  possible 
savers'  rent  on  their  mere  saving,  in  its  narrower  sense. 
If  still  it  should  be  urged  that  these  men  do  not  ^^  earn  " 
their  huge  incomes,  it  can  be  only  on  the  ground  that 
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they  receive  still  another  sort  of  rent, —  the  rent  of  excep- 
tional ability. 

But  into  further  discussion  with  those  who  attack  the 
present  industrial  order  it  is  not  well  to  enter  here.  The 
argument  in  hand,  which  has  grown  into  a  digression, 
must  be  brought  to  a  close  by  emphasizing  the  fact  that 
interest  in  general — interest  as  an  institution  —  is  justi- 
fied, because  it  is  necessary  in  order  to  secure  for  society 
the  benefit  of  the  capital  accumulated  by  the  marginal 
savers.  This  is  so,  even  if  we  admit  that  all  interest  is 
pure  interest ;  that  is,  that  it  is  a  compensation  for  absti- 
nence or  waiting,  and  for  no  other  economic  exertion  or 
act.  A  necessary  result  of  the  institution  of  interest  is 
that  some  interest  is  "unearned"  by  those  who  receive  it, 
except  in  the  non-legal  sense  of  the  word ;  but  this  fact 
does  not  disprove  the  expediency  and  justification  of  in- 
terest considered  as  a  means  towards  increasing  material 
wealth. 

A  ready  application  of  the  theory  of  savers'  rent  is  to 
the  question  of  the  influence  of  the  rate  of  interest 
upon  the  increase  of  capital.  Some  economists,  observing 
the  especial  strength  of  the  effective  desire  of  accumula- 
tion in  certain  classes,  and  at  the  same  time  overlooking 
the  exbtence  of  the  marginal  savers,  have  been  led  to 
reject  the  doctrine  that  saving  varies,  or  tends  to  vaiy, 
directly  with  the  rate  of  interest. 

Properly  understood,  the  question  under  discussion  con- 
cerns the  effect  of  variations  of  the  rate  of  interest  upon 
the  volume  of  saving  of  the  individuals  of  a  given  commu- 
nity, other  things  remaining  the  same.  It  is  not,  as  has 
sometimes  been  supposed,  a  question  of  the  effect  on  the 
volume  of  saving  of  a  given  high  or  low  rate  in  different 
communities  or  at  different  times.  Before  answering  the 
latter  question,  one  would  have  to  know  the  amount  of 
capital  on  which  the  high  or  low  rates  were  obtained,  and 
the  relative  strength  of  the  effective  desire  of  accumula- 
tion, as  established  by  habit  and  social  custom,  and  the 
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general  state  of  industry  and  arts,  in  the  different  commu- 
nities and  at  the  different  times.  As  a  matter  of  fact,  it  is 
generally  true  that  those  countries  which  have  at  any 
time  a  low  rate  of  interest  accumulate  capital  £Eir  more 
rapidly  than  those  which  have  a  high  rate.  This  is  so 
because  in  the  former  the  low  rate  is  realized  on  a  much 
larger  mass  of  capital, —  the  savable  fund  is  larger;  there 
is,  or  may  be,  a  stronger  disposition  (relative  to  tiie  rate)  to 
accumulate  from  the  savable  fund ;  and,  generally,  there  is 
in  such  a  community,  a  far  more  progressive  state  of  the 
arts,  facilitating  the  exercise  of  the  disposition  to  accumu- 
late. At  different  periods  in  the  development  of  any  one 
community,  again,  all  these  factors  vary  widely. 

W.  L.  Sargant  was  perhaps  the  first  among  modem 
writers  to  question  the  validity  of  the  commonly  accepted 
principle.  In  a  work  published  in  1867,  chiefly  in  criticism 
of  Fawcett,  Sargant  maintained  that  fear  of  future  want, 
for  one's  self  or  for  one's  family,  is  a  motive  for  saving  far 
more  generally  felt  than  the  desire  for  enlarged  income ; 
that  those  actuated  by  the  former  motive  are  generally 
bent  on  amassing  a  certain  definite  sum,  or  a  sum  yield- 
ing a  certain  definite  income;  and  that,  therefore,  the 
lower  the  rate  of  interest,  the  more  they  must  and  will 
save  to  attain  their  object.* 

To  a  considerable  extent,  Marshall  confessedly  followed 
Sargant  in  this  matter  in  the  JEconomies  of  Industry  and,  to 
a  lesser  extent,  in  the  Principles,  In  the  end,  what  must  be 
regarded  as  a  complete  support  of  the  ordinarily  accepted 
principle  is  given  in  each  work;  but  it  is  expressed  in 
terms  that  seem  to  indicate  uncertainty  and  hesitation.! 

*  Recent  Political  Economy^  pp.  67-80.  In  an  earlier  work,  The  Sdenoe  <if 
Sodal  Opdence  (1866),  pp.  246>248,  Sargant  had  already  briefly  adTanoed  the 
same  idea.  In  view  of  his  direct  and  indirect  inflnenoe  on  certain  later  writers, 
about  to  be  noticed,  it  should  be  mentioned  that  Sargant  was  for  three  yeflvs 
a  student  at  the  University  of  Cambridge. 

fEconomicg  qf  Industry ^  pp.  41,  42.  Principles^  third  edition,  pp.  317  and 
313,  314 ;  second  edition,  pp.  294,  296,  and  291,  292 ;  fourth  edition,  pp.  316  and 
311,  312. 
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Much  the  same  thing,  in  a  more  elaborated  argument,  is 
done  by  Sidgwick.*  It  maj  be  readily  admitted  that  the 
exact  quantitative  effects  of  a  fall  in  interest  upon  the 
volume  of  saving  of  different  classes,  and  of  the  whole 
community,  are  difficult  or  impossible  of  determination; 
but,  nevertheless,  this  &ct  should  not  lead  to  a  wavering 
statement  as  to  the  qualitative  effects  of  such  a  fall,  since 
there  can  be  but  one  answer  to  that  question. 

In  contrast  with  these  last-mentioned  writers,  Cunning- 
ham, another  member  of  the  University  of  Cambridge, 
comes  to  a  well-nigh  unqualified  denial  of  the  traditional 
doctrine.  He  accepts  Sargant's  premises  (perhaps  not 
knowing  that  they  originated  with  Sargant),  and,  without 
qualifying  them  with  other  principles,  carries  them  to 
their  logical  conclusion.  A  distinction  is  made  between 
those  who  save  ^^  because  they  wish  to  have  a  reserve 
fund"  and  those  who  save,  or  seem  to  save,  *' because 
they  wish  to  have  an  income  or  to  have  a  larger  income." 
It  may  be  doubted  ^^  that  the  latter  is  a  real  and  distinct 
motive  " ;  and,  at  any  rate,  ^  the  chief  motive  in  saving  is 
not  so  much  the  desire  to  have  interest  as  the  desire  to 
have  principal."  And,  accordingly,  he  concludes  that  ^^a 
fall  in  the  rate  of  interest  will  not  affect  the  desire  to  save 
at  all ;  this  will  remain  as  strong  as  before,  and  accumu- 
lation might  continue  unchecked,  even  if  the  rate  of  in- 
terest were  merely  nominal."  f  And,  again, —  to  go  from 
Cambridge  to  Oxford, —  we  find  that  Thorold  Rogers  has 
asserted  that  ^^the  motive  for  saving  is  the  provision 
against  emergencies  " ;  that,  *'  if  people  could  get  no  profit 
or  but  a  small  profit  or  interest,  they  would  still  save, 
perhaps  save  all  the  more," —  that  "  a  very  low  rate  of  in- 
terest stimulates  saving."  t 

*  Prindpiea  qf  Political  Economy ,  first  editi<m,  pp.  161, 162.  CompaTe  pp. 
160,  163,  and  290.  See  alao  the  Fortma^p  Review,  toI.  zxW.  (New  Series), 
p.  406.  SidflTwiok  does  not  express  any  indebtedness  to  Saii^ant ;  but  it  would 
seem  that  he  was  inflnenoed  by  the  latter,  via  Marshall. 

^  The  Ute  and  Abuse  efMonny^  pp.  71  and  73. 

t  Tkt  Economic  Interpretation  qf  History,  p.  235. 


Digitized  by  VjOOQIC 


260  QUARTERLY  JOURNAL  OF  ECONOMICS 

Of  the  recent  work  by  Sidney  and  Beatrice  Webb,  space 
will  not  pennit  a  detailed  examination.  NeyerthelesB,  be- 
cause it  contains  the  most  elaborate  argument  yet  pub- 
lished upon  the  point  in  question,  and  because  as  a  new 
work  its  value  is  yet  to  be  tested,  it  may  be  worth  while 
to  examine  it  at  somewhat  greater  space  than  has  been 
given  to  the  earlier  volumes  just  passed  in  review.* 

According  to  the  Webbs,  there  are  in  society  three  dis- 
tinct types  of  savers,  including  the  whole  population, — 
the  poor,  the  very  rich,  and  the  professional  classes. 
Each  of  these  is  represented  as  saving  extensively, —  so 
extensively  that  there  is  hardly  room  left  for  increased 
total  savings  in  society  under  any  change  of  technical  or 
psychological  conditions.  In  view  of  the  picture  which 
is  painted,  one  scarcely  understands  how  there  can  be  any 
problem  of  improvidence  on  the  part  of  many  of  the 
middle  class,  any  problem  of  pauperism  on  the  part  of 
many  of  the  poor.  In  addition,  the  extent  and  force  of 
the  motives  which  lead  to  saving,  apart  from  gain  or  in- 
creased present  income,  would  also  seem  to  be  overesti- 
mated. Saving  is  represented  as  done  —  virtually  all  of  it 
—  from  the  motives  of  obtaining  provision  against  future 
want,  or  of  obtaining  a  definite  income  in  the  future; 
that  is,  practically  all  saving  is  done  from  other  than  what 
one  may  call  the  marginal  motive.  The  poor  —  identified 
with  the  whole  body  of  savings-bank  depositors  in  Eng- 
land and  with  the  penurious  peasantry  of  France — are 
said  to  ^^  go  on  "  saving  just  the  same,  ^^  whether  profit  or 
interest  is  reaped  or  not";  and  the  middle  class  is  said 
to  be  affected  by  any  change  in  the  rate  of  profit  ^'in 
positively  the  opposite  direction  "  to  that  commonly  sup- 
posed, <^  the  amount  of  accumulation  "  with  them  ^^  being 
increased  by  a  fall  in  the  rate  and  checked  by  a  rise." 
Only  the  class  of  accumulators  of  capital  already  very 
rich  are,  strangely  enough,  at  all  influenced  in  the  volume 

*  Industrial  democracy ^  toI.  ii.  pp.  610-632. 
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of  their  saying  by  the  gain  to  be  obtained.  And  even 
these  are  only  remotely  affected  by  the  rate  of  interest, 
since  the  volume  of  their  saving  is  regarded  (very  prop- 
erly) as  determined  primarily  by  the  size  of  the  savable 
fund  which  comes  automatically  into  their  possession, — 
by  what  remains  out  of  their  huge  incomes  after  satisfy- 
ing certain  "  habits  of  expenditure."  It  is  doubtful,  the 
authors  say,  if  this  class  would  save  any  more  if  interest 
were  at  4  per  cent,  instead  of  at  8  or  any  less  if  it  were 
at  2. 

From  all  this  one  would  never  suspect  that  millions  of 
middle-class  people  in  England  have,  first  and  last,  been 
ruined  in  the  attempt  to  make  investments  yielding  high 
profits;  that  of  recent  years  many  of  the  poorer  classes 
have  invested  much  in  the  shares  of  speculative  stock 
companies;  that  even  in  France,  not  long  ago,  rich  and 
poor  alike  poured  untold  treasure  into  the  ill-fated  Panama 
venture, —  surely  evidence  that  a  high  rate  of  return  plays 
its  part  among  the  motives  that  bring  about  investment. 

In  our  authors'  conclusion  we  find  that  note  of  uncer- 
tainty and  indetermination  so  characteristic  of  non-con- 
structive writers  who  seek  to  overthrow  those  principles 
of  political  economy  which  long  consensus  of  opinion  has 
established.  "To  put  it  concisely,"  they  say,  "it  is,  to 
say  the  least  of  it,  extremely  doubtful  whether  the  accum- 
ulated capital  of  the  United  Kingdom  would  be  greater  or 
less  at  the  present  time  if  the  rate  of  interest  on  the  best 
security,  instead  of  falling  to  a  little  over  2  per  cent.,  had 
remained  at  5  or  6  per  cent.,  the  rate  at  which  Pitt  fre- 
quently issued  consols.  Still  less  is  it  possible  for  the 
economist  to  predict  whether,  our  national  habits  being 
as  they  are,  the  growth  in  wealth  during  the  next  hun- 
dred years  would  be  stimulated  or  depressed,  if  the  rate 
should  within  that  period  fall  even  to  1  per  cent." 

There  is,  however,  no  lack  of  boldness  in  the  applica- 
tion of  this  merely  negative  theory.    Broadly  speaking, 
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the  trade-unions  of  England  are  told  that  they  need  not 
refrain  from  patting  the  utmost  pressure  of  which  they 
are  capable  upon  the  capitalist  employers  through  any 
fear  of  killing  the  goose  that  lays  the  golden  egg.  No 
matter  how  much  wages  are  increased,  hours  of  labor 
reduced,  and  the  conduct  of  business  interfered  with,  by 
the  action  of  the  ujiions  or  of  the  legislature  at  the  be- 
hest of  the  unions,  the  accumulation  of  capital  in  Great 
Britain  will  not  be  checked,  nor  will  capital  flow  out  of 
the  country.  At  least,  neither  of  these  things  will  take 
place  to  such  an  extent  as  to  react  adversely  on  the  inter- 
ests of  wage-earners. 

This  advice  to  workingmen,  in  opposition  to  that  of 
more  conservative  economists,  is  supported  by  other  argu- 
ments than  those  given  above,  the  essence  of  the  further 
discussion  being  a  misrepresentation  of  the  real  nature  of 
high  wages  regarded  from  the  point  of  view  of  the  capi- 
talists. If^  as  is  alleged  by  our  authors,  increasing  wages, 
shorter  hours,  factory  legislation,  and  the  rest,  cause  pari 
passu  an  increase  in  the  efficiency  of  labor  and  in  the 
exemption  from  business  risks  of  a  political-social  nature, 
and  hence  an  increase  in  the  productivity  of  capitalistic 
industry  as  a  whole, —  in  this  case  it  is  clear  that  the 
burden  placed  upon  capital  is  not  real,  but  apparent. 
High  wages,  then,  are  not  at  the  expense  of  profits  or 
interest.    The  whole  question  is  begged. 

But  this  is  aside  from  the  particular  point  of  economic 
theory  with  which  we  are  dealing;  for  the  interesting 
fact  is  that  the  authors  of  Indtistrial  Democracy  make  it 
very  plain  that  they  regard  ^^the  verdict  of  the  econo- 
mists "  on  the  relation  of  the  rate  of  interest  to  accumula- 
tion as  a  false  one.* 

*  Our  authozs  are  not  avene,  hovever,  to  leaning  on  the  authority  of  the 
economists,  if  on  their  side ;  from  Josiah  Child  and  Adam  Smith,  to  Kioholson 
and  Smart.  An  attentive  examination  of  the  passages  oited  from  these  writers , 
and  of  their  context,  shows  that  they  are  less  clearly  in  support  of  the  proposi- 
tion that  the  amount  of  saving  is  indepefadent  of  the  rate  of  return,  than  their 
citation  in  Industrial  Democracy  -would  imply. 
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Now  it  is  much  to  be  doubted  whether  there  are  many 
people  determined  only,  as  has  been  asserted  to  be  the  case, 
on  obtaining  a  fixed,  definite  sum  of  income  or  of  princi- 
pal. The  only  fact  known  by  observation,  as  regards  in- 
come, is  the  general  one  that  there  are  many  people  in 
the  business  and  professional  classes  who  accumulate  for 
the  purpose  of  retiring,  or  providing  for  a  family,  on  the 
annuity  to  be  obtained  from  their  accumulations.  But 
it  seems  to  be  begging  the  question  to  assume  that  such 
people  have  a  fixed  purpose  to  secure  a  definite  annuity 
from  capital,  and  will  therefore  save  all  the  more  if  the 
rate  of  interest  falls.  The  probable  fact  is  that,  when  the 
rate  of  interest  falls,  most  of  this  class  of  savers  moderate 
their  ideas  as  to  the  amount  of  annuity  necessary  to  main- 
tain one's  self  or  one's  family  in  comfort.  When  interest 
is  at  4  per  cent.,  such  a  saver  thinks  an  income,  say,  of 
f4,000  is  what  he  must  attain,  and  saves  accordingly. 
When  interest  falls  to  8  per  cent.,  he  regretfully  con- 
cludes that  $8,000  or  less  will  answer,  and  saves  accord- 
ingly. As  regards  principal,  it  is  a  matter  of  common 
knowlec^e  that  there  are  eccentric  individuals  closely  akin 
to  mere  hoarding  misers,  who  are  narrowly  bent  (as  Sar- 
gant  alone  definitely  pointed  out)  on  leaving  behind  them 
some  particular  sum,  say  1,000,000  units  of  the  money 
of  the  country.  Such  accumulators,  by  hypothesis,  will 
pinch  and  spare  all  the  more  if  the  rate  of  interest  falls. 
I  believe  they  cut  little  figure,  however,  in  the  grand 
total  of  national  savings. 

But  allowing  that  such  is  not  the  case,  supposing  that, 
for  the  reasons  assigned  by  the  writers  we  have  examined 
or  for  any  other  reasons,  there  is  a  large  number  of  people 
of  various  classes  who  would  save  more  than  they  do  now 
if  the  rate  of  interest  should  fall,  and  less  if  it  should  rise, 
what  does  it  signify  ?  They  are  merely  one  section  of  the 
receivers  of  savers'  rent.  Neither  they,  nor  the  much 
larger  number  of  intra-marginal  savers  who  would  save 
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approximately  as  much  as  they  do  now  at  a  lower  or 
higher  rate,  control  the  situation.  They  do  not  supply 
the  marginal  increment  of  capital.  If  they  did,  the  rate  of 
interest  would  long  ago  have  approximated  to  zero.  The 
increase  of  capital  at  any  time  varies  directly  with  the 
ittte  of  interest,  not  necessarily  absolutely,  but  in  the 
sense  that  it  is  greater  than  it  would  otherwise  haye  been 
if  the  rate  rises,  and  less  than  it  would  otherwise  have 
been  if  the  rate  falls.*  The  total  supply  of  capital  is  in- 
creased when  the  rate  of  interest  rises,  not  so  much 
because  the  existing  marginal  and  intra-marginal  savers 
save  more  as  because  a  new  set  of  marginal  savers  comes 
into  play.f 

Keeping  in  mind  the  distinction  between  the  absolute 
and  the  relative  supply  of  capital,  we  see  that  this  rein- 
forcement of  the  traditional  theory  need  not  precipitate 
us  into  the  feeling  of  dread  common  with  the  earlier  con- 
servative writers,  and  in  strong  contrast  to  the  optimism 
of  the  opinions  just  considered, —  the  dread  that  any  consid- 
erable burden  put  upon  interest  or  profit  would  cause  a 
^^withdrawal"  of  capital  from  business,  and  an  ominous 
shrinkage  of  the  accumulated  wealth  of  the  community. 
That  this  result  need  not  necessarily  follow  from  the 
cause  named,  at  auy  moment  of  time,  and  much  less  dur- 
ing a  considerable  period  of  time,  is  readily  understood, 
when  we  consider  the  fact  that  savers  are  in  grades,  or 

*  The  claidoal  doctrine  of  the  relation  of  the  rate  of  letam  to  the  yolame 
of  inTeetment  holda  lame  in  exactly  the  eame  way  as  the  qnaatity  theoiy  of 
money  holda  lame.  It  is  no  disproof  of  the  latter  theory,  properly  nndeistood, 
to  point  out  that  there  has  been  an  absolute  increase  of  money  during  an  era 
of  falling  prices ;  and  in  like  manner  it  is  no  disproof  of  the  theory  of  accnmnla- 
tion  to  point  out  that  there  has  been  an  absolute  increase  of  capital  during  an 
era  of  falling  profits. 

tTo  be  exact,  according  to  my  early  analysis  of  indiyidnal  saying,  it 
should  be  said  that  capital  increases  when  the  rate  rises  because  of  a  new  ware 
of  marginal  saving,  because  of  a  new  impulse  giren  to  those  to  whom  the  old 
rate  was  just  short  of  bringing  out  their  greatest  effort.  These  savers,  here 
oaUed  **  a  new  set  of  marginal  savers,*'  had,  in  fact,  been  already  saving 
something. 
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layers,  together  with  the  farther  fact  that  in  modem 
society  the  yolume  of  savings  tends  normally  to  increase 
quite  independently  from  any  progress  of  the  arts  suffi- 
cient to  maintain  or  raise  the  rate  of  interest. 

Mill  had  a  glimpse  of  the  true  modifying  conditions 
when  he  said  that  in  any  society  ^'  there  are  always  some 
persons  in  whom  the  effective  desire  of  accumulation  is 
above  the  average,  and  to  whom  less  than  this  rate  of 
profit  [i.e.f  the  ^^  certain  rate  "  adapted  to  the  psychological 
condition  of  the  average  man]  is  a  sufficient  inducement 
to  save,"  which  statement  was  followed  by  the  assertion 
that  in  our  present  civilization  this  necessary  or  sufficient 
rate  ^*  tends  to  diminish."  But,  owing  to  his  having  the 
concept  of  the  ^^  average,"  instead  of  the  marginal,  ^'  equiv- 
alent for  abstinence,"  he  went  on  to  emphasize  (which 
was  his  characteristic  position)  the  supposed  fact  that  in 
any  fully  developed  and  wealthy  country  the  actual  rate 
of  profit  ^Ms  habitually  within,  as  it  were,  a  hand's- 
breadth  of  the  minimum,  and  the  country,  therefore,  on 
the  very  verge  of  the  stationary  state,"  from  which  state 
the  progress  of  the  arts,  and  of  other  forces  by  which  the 
rate  of  profit  is  raised  or  sustained,  alone  can  save  it.* 

Cairnes,  following  Mill  in  this  matter,  was  led  to  dis- 
courage trade-unionists  to  as  unwarrantable  a  degree  as 
Sidney  and  Beatrice  Webb  have  encouraged  them.  After 
admitting  that  the  ^*  lowest  rate  of  profit  will  be  different 
for  different  communities  and  for  different  stages  of  civi- 
lization," he  says:  ^^But  under  all  circumstances  there 
will  be  a  minimum  rate,  below  which,  if  the  return  on 
capital  fall,  accumulation,  at  least  for  the  purpose  of  in- 
vestment, will  cease  for  want  of  adequate  inducement."  f 
The  continuation  of  saving  and  investment,  in  any  modem 
industrial  society,  does  not  hang  on  such  a  slender  thread. 

To  bring  the  matter  to  a  conclusion,  one  may  say  that, 

*PrindpUs^  Book  IV.,  dhap.  ir.,  MOt  3  and  fdUowing. 
t  SoflM  Leadinff  PrindpUi  ^PoUtieal  Eeonow^^  ebmp.  iii.,  teet  2. 
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as  the  error  of  the  optimists  proceeds  from  regarding  all, 
or  nearly  all,  interest  as  a  surplus  or  rent,  overlooking  the 
marginal  savers,  so  that  of  the  pessimists  comes  from  re- 
garding all,  or  nearly  all,  interest  as  a  wage,  a  necessary 
inducement  to  save,  overlooking  the  intra-marginal  savers. 
A  considerable  but  not  excessive  fall  of  interest -^  say 
of  1  per  cent. —  might  at  any  time  cause  little  decrease  of 
the  volume  of  saving  on  the  part  of  the  intrarmarginal 
savers;  and,  although  it  forced  the  previously  existing 
marginal  savers  out  of  the  field,  it  might  cause  no  absolute 
decrease  of  total  capital,  since  the  savings  of  the  displaced 
savers  may  represent  no  more  than  the  natural  increase  of 
the  capital  of  the  community.  Such  retarding  of  the  in- 
crease of  the  growth  of  national  capital  would  be,  of 
course,  an  economic  loss ;  and,  therefore,  here  also,  as  with 
all  the  factors  of  production,  the  ideal  of  taxation  and  of 
all  voluntary  burdens  put  upon  capital  is,  if  possible,  to 
avoid  the  margin.  If  a  system  of  taxation  could  be  de- 
vised whereby  the  receivers  of  savers'  rent  alone  were 
taxed  on  the  amount  of  their  rent,  there  would  then 
be  no  check  to  the  accumulation  of  capital  by  reason  of 
taxation.* 

As  for  an  absolute  decrease  of  capital  during  consider- 
able periods  of  time,  a  very  heavy  fall  of  interest,  how- 
ever brought  about,  may  produce  no  such  effect,  because 
meanwhile  the  savable  fund  in  the  hands  of  the  stronger 
savers  may  have  so  greatly  augmented.  In  actual  fact, 
the  world  has  seen,  of  recent  years,  an  enormous  increase 
of  capital  in  spite  of  a  decline  in  the  rate  of  interest  to 
one-half  of  what  it  was  a  short  time  ago.  Great  numbers 
of  former  marginal  capitalists  and  their  present  represen- 
tatives have  been,  and  are,  forced  out  of  the  field;  yet 
those  who  remain  are  able  and  willing  to  save  so  much 
that  their  places  are  more  than  made  good. 

*  The  preBent  writer  hae  little  belief  in  the  praetioability  of  any  Bcheme  of 
"  bnrdenleflB^'  or  non-indoBtry-retarding  taxation,  becanae  of  the  extreme  diffi- 
enlty  of  determining  qnantitatively  what  any  sort  of  rent  is. 
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And  this  brings  ns  to  a  further,  and  concluding,  appli- 
cation of  the  principle  of  savers'  rent,  or,  rather,  of  the 
marginal  principle  at  its  basis.  For  this  theory,  it  seems 
to  the  present  writer,  helps  to  explain  the  modern  concen- 
tration of  industry,  hitherto  too  exclusively  accounted  for 
as  the  result  of  the  technical  advantages  of  production 
on  a  large  scale.  Undoubtedly,  concentration  is,  in  some 
measure,  explained,  perhaps  entirely  explained,  on  one 
side, —  on  the  side  of  "units  of  management," — by  the 
changes  in  the  arts  and  in  the  general  methods  of  doing 
business.  But  it  seems  that  another  reason,  a  reason 
which  explains  at  least  another  side  of  the  phenomenon, — 
the  side  of  "  units  of  ownership,"  — is  that,  as  the  margin 
of  productivity  of  capital  has  fallen,  the  margin  of  saving 
and  of  savers  has  of  necessity  fallen  with  it.  Individual 
businesses  have  been  absorbed  by  corporations ;  and  small 
corporations  have  been  swallowed  up  by  larger  ones, 
partly,  to  use  Professor  Marshall's  phrase,  because  of  in- 
terned and  external  economies,  but  partly,  also,  because  the 
new  owners  had  a  stronger  effective  desire  of  accumulation 
than  the  old  ones.  The  progress  of  the  technical  arts  in 
general  tends  to  sustain  the  rate  of  interest,  and  so  works 
against  concentration  of  ownership  of  capital.  It  operates 
to  sustain  the  motive  for  saving  of  the  weak  savers  on 
the  one  hand,  and  on  the  other  affords  them  a  variety 
of  new  opportunities  to  embody  savings.  But  in  actual 
experience  of  recent  years  the  progress  of  the  arts  has  not 
been  of  sufficient  force  to  sustain  the  rate  of  interest ;  and 
the  weak  savers,  and  those  who  employ  the  capital  of  the 
weak  savers,  have,  in  consequence,  been  driven  to  the 
wall. 

The  strong  savers  are  strong,  as  has  already  been  ex- 
plained, principally  as  the  result  of  their  present  financial 
position  rather  than  as  the  result  of  superior  psychologi- 
cal powers.  To  use  Bohm  -  Bawerk's  expression,  they 
*' discount  the  future"  less  than  other  men  because  of 
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their  situation  as  to  ^^want  and  provision  for  want,"  not 
primarily  because  thej  have  more  foresight  and  self- 
control.  One  may  add,  of  course,  that  the  strong  savers 
have  their  huge  savable  funds,  which  make  it  compara- 
tively easy  for  them  to  save,  in  part  because  of  their 
superior  powers  in  production ;  but  it  comes  to  the  same 
thing  in  the  end.  Such  men  as  the  Standard  Oil  and 
Sugar  Trust  magnates  are  rich  and  successful  and  ambi- 
tious for  more  wealth ;  and,  because  they  are  rich  and 
successful  and  ambitious,  they  are  constantly  pushing  out 
with  masses  of  fresh  capital,  and  either  investing  more  for 
the  same  return,  or  the  same  for  a  less  return,  or  the  same 
outlay  for  the  same  return  in  a  longer  period  of  produc- 
tion,—  which  means,  in  the  last  analysis,  that  they  are 
undersaving  other  men. 

It  needs  also  to  be  emphasized  that  any  farce  which 
lowers  the  margin  of  the  productivity  of  capital,  and  thus 
directly  depresses  the  rate  of  interest,  has  the  same  effect 
in  bringing  about  concentration  as  those  forces  we  have 
just  been  considering.  Thus  factory  legislation  and  the 
exactions  of  trade-unions  as  regards  hours  and  wages 
tend  powerfully  to  drive  out  the  marginal  capitalist.  In 
spite  of  all  the  clamor  against  concentration,  many  trade- 
unionists  see  clearly  on  which  side  their  interest  lies.  They 
know  by  experience  that  the  great  employers  can  and  do 
give  the  steadiest  employment  and  the  highest  wages; 
that  the  small  employers  struggling  to  keep  their  heads 
above  water  pay  the  lowest  wages,  because  they  cannot 
pay  any  more. 

"Profits"  and  "interest"  are  not  of  course  synony- 
mous terms;  nor  do  they  vary  together  strictly,  as  I  have 
thus  far,  for  the  sake  of  convenience,  assumed*  It  is  obvi- 
ously possible,  and  even  probable, — as  Sidgwick  has 
pointed  out,* —  that  at  any  time  the  first  blow  caused  by 
increase  of  workmen^s  wages  will  not  fall  immediately  on 

•FortmiMf  BeoUw,  toI.  zzri.  (New  Seriat)  p.  i06. 
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the  interest  of  capital,  but  will  reach  it  only  through  a 
medium  that  will  absorb  at  least  a  good  part  of  its  force ; 
that  is,  as  he  himself  explains  it,  it  will  merely  cause  a  de- 
duction from  profits  proper,  or  the  "  wages  of  superintend- 
ence "  of  entrepreneurs  as  distinguished  from  capitalists. 

But  this,  again,  means  concentration, —  concentration  in 
the  management  of  capital.  A  margin  of  weak  entre- 
preneurs^ working  with  borrowed  capital,  who  found  the 
former  "wages  of  superintendence"  and  "compensation 
for  risk  "  just  worth  their  while,  will  be  forced  out  of  the 
field.  The  process  may  go  on  for  some  time,  the  strong 
wage-payers  absorbing  the  business  and  the  workmen  of 
their  weaker  rivals,  because  they  have  a  stronger  effec- 
tive desire  of  paying  wages  and  undergoing  risks,  as  re- 
gards the  rate  of  profits  proper,  which  in  turn  is  largely 
because  the  absolute  amount  of  their  incomes  makes  their 
standard  of  living  more  "  compressible."  But,  in  the  end, 
interest  must  go  down  in  harmony  with  the  fall  of  gros- 
profits ;  and  any  further  raising  of  wages  must  lead  to  con- 
centration in  the  ownership  of  capital.  This  latter  process 
in  turn  will,  in  the  end,  if  hurried  too  fast  by  pressure 
from  labor  unions  or  legislatures  controlled  by  them,  check 
accumulation  of  capital,  and  make  any  further  rise  in  gen- 
eral wages,  for  the  time  being,  impossible. 

Whether  such  a  tendency  towards  concentration  is  re- 
grettable or  not,  would  involve  a  consideration  of  its  politi- 
cal, social,  and  ethical  aspects,  as  well  as  of  the  economic 
effects  simply.  These  last  alone  have  here  been  consid- 
ered by  way  of  illustrating  the  fundamental  and  neglected 
principle  under  consideration, — the  varying  strength  of 
the  effective  desire  of  accumulation  and  the  element  of 
savers'  rent 

C.  W.  MiXTBE. 
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THE  STUDY  OF  PRACTICAL  LABOR  PROBLEMS 
IN  FRANCE.* 

Thb  difference  between  the  study  of  practical  and 
theoretical  economics,  the  fact  that  one  can  thriye  while 
the  other  is  neglected,  is  strikingly  demonstrated  by  the 
position  now  occupied  by  France  as  regards  her  contribu- 
tion to  economic  science.  France  alone  among  the  lead- 
ing nations  has  within  recent  years  made  almost  no  ad- 
dition to  the  literature  of  pure  political  economy.  The 
new  study  of  economic  theory,  for  example,  led  by  the 
Austrian  professors  Wieser  and  Bohm-Bawerk,  with  their 
researches  concerning  value,  has  there  made  little  or  no 
impression,  scarcely  eliciting  a  contribution  to  the  eco- 
nomic press.  In  spite  of  this  neglect  of  the  theoretical 
aspect  of  economics,  however,  an  activity  in  the  study  of 
practical  labor  problems  there  exists  that  is  exceeded  in 
no  other  country  of  Europe.  Sweeping  as  this  statement 
is,  no  one,  I  think,  can  make  a  careful  examination  of  the 
work  now  being  done  in  France  without  being  convinced 
of  its  justification. 

In  America  one  is  accustomed  to  associate  all  real  study 
of  labor  conditions  with  the  great  universities.  All  of 
our  economic  reviews  are  connected  with,  and  under  the 
editorial  management  of,  the  economic  faculties  of  the 
different  universities;  and  contributions  to  their  pages 
are  largely  drawn  from  men  who  follow  academic  careers. 
The  results  are  such  as  might  be  expected.  There  is 
much  excellent  discussion  of  principles,  some  historical 
work  regarding  institutions;  but  little  examination  of 
actual  labor  problems  with  a  view  to  devising  means  for 
their  solution,  and  still  less  effort  to  put  into  practical 

*Read  at  the  meetmg  of  the  American  Economic  Aflsooiation  at  New 
Haven,  Dec.  28, 1898. 
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operation  the  measures  of  reform  deemed  to  be  the  most 
desirable. 

In  France  the  condition  of  affairs  is  the  reyerse. 
In  scholastic  instruction  of  economics  France  is  noto- 
riously weak.  On  the  other  hand,  the  study  of  social 
questions  outside  of  the  universities  is  pursued  with 
great  ardor,  and  is  wide-spread.  The  real  centres  of  edu- 
cation and  work  in  this  field  are  the  important  economic 
associations,  and,  more  than  all,  the  numerous  organiza- 
tions for  the  promotion  of  particular  measures  of  reform 
the  membership  of  which  is  drawn  largely  from  men  of 
affairs,  those  prominent  in  public  life  or  in  journalistic 
and  business  undertakings.  Within  recent  years  there 
have  been  organized  in  France  a  number  of  such  associa- 
tions, each  devoted  to  the  promotion  of  reform  in  a  certain 
field,  such  as  the  improved  housing  of  the  working  classes, 
the  study  of  workingmen's  insurance,  the  promotion  of  co- 
operation and  profit-sharing.  Their  work  has  resulted 
not  only  in  the  accumulation  of  a  great  deal  of  informa- 
tion concerning  these  subjects,  but  in  the  practical  intro- 
duction of  the  measures  of  reform  for  which  they  stand. 
In  other  words,  these  societies  are  not  merely  organiza- 
tions for  study  alone,  but  are  primarily  societies  of  propa- 
ganda for  the  practical  advancement  of  reforms  which 
their  studies  have  led  them  to  believe  to  be  desirable.  In 
a  number  of  cases  the  work  of  these  organizations  has 
assumed  an  international  scope,  and  is  of  such  excellence 
that  no  student  of  social  conditions  can  afford  to  overlook 
it.  Their  publications  in  many  instances  constitute  the 
most  valuable  body  of  literature  in  existence  concerning 
the  movements  they  represent. 

It  is  the  purpose  of  the  present  paper  to  make  a  rapid 
survey  of  these,  as  well  as  other  agencies  for  the  study  of 
practical  labor  conditions,  to  show  the  valuable  character 
of  the  work  they  are  performing,  and  in  general  to  give 
an  idjea  of  the  character  of  the  great  movement  for  the 
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improvement  of  the  conditions  of  labor  that  is  now  in  full 
activity  in  France. 

O^ovemmerU  Work. —  Though  not  the  most  important, 
the  work  of  the  government  should  first  be  considered. 
It  is  now  generally  accepted  that  the  state  has  an  im- 
portant part  to  play  in  the  collection  and  diffusion  of 
information  useful  to  mankind.  In  the  case  of  informa- 
tion showing  the  social  condition  of  the  country  this 
amounts  to  a  real  duty.  All  modem  governments  in 
their  administrative  reports  and  in  their  periodical  census 
enumerations  publish  more  or  less  information  throwing 
light  upon  the  industrial  situation  of  the  country,  and 
consequently  indirectly  upon  the  economic  condition  of 
the  laboring  classes.  Special  effort  on  the  part  of  the 
government  systematically  to  collect  information  directly 
concerning  labor  conditions,  however,  is  of  recent  date. 

The  first  effort  in  this  direction  in  France  was  in  1891, 
when  M.  Jules  Roche,  then  Minister  of  Commerce  and 
Industry,  by  decree  of  January  22  created  a  Superior 
Council  of  Labor  with  the  duty  of  examining  and  report- 
ing upon  any  measure  relating  to  the  interests  of  labor 
that  might  be  referred  to  it.  Its  character  was  very  sim- 
ilar to  that  of  the  Superior  Council  of  Statistics  created 
in  1885,  which  had  been  so  instrumental  in  improving  and 
unifying  the  statistical  work  of  the  various  departments 
of  the  government  The  labor  council  was  made  to  con- 
sist of  fifty  members,  partly  representative  workingmen, 
employers  of  labor,  and  members  of  Parliament  appointed 
by  the  Minister  of  Commerce,  and  partly  members  ex 
officio^  the  chiefs  of  bureaus  and  ofiicers  of  organizations 
having  to  do  with  the  economic  interests  of  the  country. 

This  council  has  been  very  effective  in  promoting  and 
elaborating  the  labor  legislation  of  recent  years.  Almost 
its  first  service  was  to  recommend  and  secure  the  creation 
of  a  permanent  bureau  of  labor  investigation  in  the  exist- 
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ing  Office  du  Travail^  the  purpose  of  which  is  strictly  sim- 
ilar to  that  of  our  own  Department  of  Labor.  The 
law  creating  this  bureau  is  dated  July  20, 1891,  and  the 
decree  determining  the  details  of  its  organization  August 
19,  1891.  Subsequent  decrees  of  February  4,  1892,  and 
June  18, 1894,  have  changed  its  nature  and  scope  to  some 
extent. 

The  French  labor  department  has  done  exceptionally 
goo<L  work  among  labor  bureaus.  Its  publications  now 
number  thirty-two  or  more  volumes,  in  addition  to  a 
monthly  Bvlletin  which  has  been  issued  since  1894,  and 
constitute  the  most  valuable  body  of  information  concern- 
ing labor  conditions  in  France  now  in  existence.  Its 
annual  reports  concerning  labor  disturbances  show  the 
number,  character,  and  results  of  strikes  each  year  since 
1890,  and  the  results  of  the  operation  of  the  arbitration 
act  since  its  enactment  in  1892.  Its  special  reports  con- 
cerning the  hygiene  and  security  of  industrial  workers, 
and  the  arbitration  of  labor  disputes  both  in  France  and 
foreign  countries,  are  the  most  complete  compilations 
upon  these  subjects  that  exist.  Its  series  of  reports  upon 
the  German  and  Austrian  systems  of  workingmen's  insur- 
ance present  valuable  analyses  of  the  statistical  returns 
of  these  institutions,  and  its  reports  upon  wages  and 
hours  of  labor  in  France  furnish  almost  the  only  ofiScial 
data  concerning  these  points  that  can  be  had. 

As  originally  constituted,  the  work  of  the  Office  du 
Travail  was  limited  strictly  to  the  collection  of  labor 
statistics.  Its  facilities  for  statistical  work,  however,  soon 
led  to  the  transfer  to  it  of  other  statistical  work.  It  thus 
now  publishes  the  results  of  the  periodical  censuses,  the 
annual  statistical  abstract  (^Annuaire  Statiatiqvs)^  and  the 
StatUtique  Annuelle^  or  annual  returns  of  births,  deaths, 
marriages,  which  were  formerly  prepared  by  the  indepen- 
dent Bureau  de  la  Stathtique  Q-SnSrale.  The  labor  bureau 
has  thus,  in  fact,  become  the  central  or  general  statistical 
office  of  France. 
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Le  Play  School. —  Turning  now  to  priyate  efforts,  his- 
toricallj,  at  least,  the  work  of  the  Le  Plaj  School  deserves 
prominent  mention  among  the  organized  efforts  for  the 
study  of  labor  conditions.  In  1855  M.  F.  Le  Plaj  pub- 
lished his  celebrated  Le%  Ouvriers  MiropSens.  The 
Academy  of  Moral  and  Political  Sciences,  in  according 
to  this  work  the  Prix  de  Statistique^  expressed  the  hope 
that  a  society  might  be  organized  for  the  purpose  of  con- 
tinuing the  study  of  society  along  the  lines,  and  Uccording 
to  the  methods,  there  laid  down.  The  idea  was  eagerly 
taken  up  by  Le  Play;  and  an  organization  under  the 
name  of  SooiStS  Internationale  des  JEltudes  Pratiquss 
d^^conomie  Sociale  was  effected  November  27, 1856. 

The  work  of  this  society  and  its  celebrated  founder  is 
so  well  known  as  scarcely  to  require  extended  mention. 
The  society  is  strictly  an  organization  for  original  research. 
The  characteristic  feature  of  its  work  is  that,  pre-eminently 
among  societies  for  economic  investigation,  it  stands  for 
the  necessity  of  the  direct  observation  of  social  facts  and 
conditions.  Its  efforts  are  directed  to  the  accumulation  of 
documents  embodying  the  results  of  observation.  As  re- 
gards the  method  of  observation,  however, —  and  herein 
consists  the  distinguishing  tenet  of  the  school, — it  believes 
that  the  best  results  can  be  accomplished  by  the  making  of 
detailed  monographic  studies  of  the  conditions  of  individ- 
ual but  typical  workingmen  in  different  industries  and 
industrial  centres.  These  studies  are  primarily  the  pres- 
entation of  workingmen's  budgets,  similar  to  those  pub- 
lished by  the  Department  of  Labor  at  Washington,  but  in 
addition  are  accompanied  by  detailed  text  descriptions  of 
all  the  elements  entering  into  the  lives  of  the  persons  de- 
scribed, and  the  industrial  centres  in  which  they  reside. 
A  single  budget,  it  is  held,  may  not  be  of  great  value ; 
but  after  hundreds  of  such  monographs  have  been  col- 
lected, representing  all  trades  and  localities,  material  is 
afforded  for  a  comparative  study  of  labor  conditions  and 
needs  that  can  be  obtained  in  no  other  way. 
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An  essential  feature  of  its  work,  therefore,  is  the  effort 
to  form  or  secure  the  co-operation  of  observers  in  all  parts 
of  the  country,  and  even  in  foreign  lands.  For  this  pur- 
pose there  have  been  organized  numerous  local  centres  of 
study  called  Unions  de  la  Paix  Sociale^  and  prizes  are 
given  for  the  best  monographs  submitted  for  publication. 

As  regards  the  methods  of  social  reform,  the  Le  Play 
School  is  a  strong  advocate  of  the  institutum  patronale^ 
or  institutions  organized  by  employers  for  the  benefit  of 
their  employees,  which  have  received  so  great  a  develop- 
ment in  France.  It  also  encourages  in  every  way  the 
association  of  workingmen  for  their  mutual  benefit,  and 
believes  that  the  state  should  interfere  only  in  its  regula- 
tive capacity,  as  in  the  enactment  of  factory  laws  or  indi- 
rectly to  encourage  individual  and  co-operative  efforts. 

This  society  has  had  an  uninterrupted  and  successful 
history  since  its  formation  over  forty-two  years  ago.  Such 
men  as  Wolowski,  Batbie,  and  Michel  Chevalier  have 
been  its  presidents.  Its  founder  Le  Play  was  its  general 
secretary  for  twenty-six  years,  1856  to  1882,  since  when 
M.  Delaire  has  conducted  its  affairs  with  great  zeal  and 
success.  The  publications  of  the  society  now  constitute 
a  considerable  library.  The  works  of  Le  Play  himself  are 
numerous.  The  most  important,  Les  Ouvriers  3uropSens 
and  La  RSforme  Soeiaie  en  France^  are  in  six  and  three 
volumes  respectively.  A  continuation  of  the  former  work 
has  been  published  by  the  society  under  the  title  of  Les 
Ouvriers  des  Deux  Maudes.  Since  1881  the  society  has 
published  a  bi-monthly  review  entitled  La  RSforme  So^ 
eiate^  which  is  now  in  its  thirty-fifth  volume.* 

Whatever  the  opinion  held  in  regard  to  the  method  of 

*Iii  1887  Bome  of  the  memben  of  the  aooietj,  differing  with  the  othezs 
ngutdiag  the  ohenuster  of  the  monographs  thftt  ahonld  be  sought,  withdrew 
and  formed  a  separate  orgaidzatioii.  A  new  periodical.  La  Science  SodaU^  was 
started  as  the  official  organ  of  this  society.  For  a  description  of  the  reasons 
for  this  division,  and  the  difference  in  the  methods  of  the  two  organizations, 
see  the  artide.  La  Science  SodaU^  by  M.  de  Rouriers  in  the  AnnaU  nf  tAs 
American  Academy,  Jannaiy,  1894. 
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observation  advocated  by  this  society,  there  can  be  no  two 
opinions  concerning  the  great  value  of  the  work  done  by 
it  daring  its  long  history,  not  only  in  the  accumulation  of 
information  concerning  labor  conditions,  but  in  the  great 
influence  that  it  has  exerted  in  awakening  and  promoting 
throughout  France  an  interest  in  the  study  of  the  actual 
conditions  under  which  labor  is  performed,  and  the  par- 
ticular features  in  which  reform  was  most  needed. 

The  MusSe  Social. —  Though  the  youngest  of  all  organi- 
zations for  the  study  of  practical  labor  questions  in 
France,  the  MusSe  Social  of  Paris  easily  occupies  the  first 
place  as  regards  the  importance  of  the  work  performed. 
There  is  nothing  quite  like  this  institution  in  any  other 
country.  Endowed  with  adequate  fands,  it  is  devoted 
solely  to  the  promotion  of  the  study  of  labor  problems 
and  the  advancement  of  concrete  measures  of  labor  reform. 
As  regards  its  organization  and  purpose,  it  bears,  in  the 
field  of  economic  research,  a  close  analogy  to  the  Smith- 
sonian Institution  at  Washington  in  the  domain  of  scien- 
tific investigation.  Both  were  founded  by  private  indi- 
viduals ^'  for  the  dififusion  of  knowledge  among  mankind." 
Both  are  non-scholastic  in  the  sense  of  not  having  regular 
classes  of  students,  and  both  maintain  a  corps  of  experts 
devoted  to  original  research  and  to  the  aid  of  those  mak- 
ing similar  inquiries. 

It  is  interesting  to  note  how  largely  the  various  interna- 
tional expositions  of  France  have  served  as  the  starting- 
point  and  direct  cause  of  much  of  the  social  work  now 
being  done  in  that  country.  The  MusSe  Social^  in  com- 
mon with  a  number  of  the  other  important  organizations 
for  the  study  of  labor  problems,  is  the  direct  outcome  of 
the  success  achieved  by  the  Section  of  Social  Economy 
organized  in  connection  with  the  International  Exposition 
at  Paris  in  1889.  Through  the  efforts  of  this  section 
there  was  assembled  a  vast  quantity  of  documents  of  a 
unique  value,  relating  to  the  conditions  of  labor  and 
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workingmen's  institutions.  They  represented  the  origi- 
nal sources  of  information,  the  constitutions  and  reports 
of  workingmen's  aid  funds  or  unions,  the  exhibits  of  co- 
operative societies,  plans  and  models  of  workingmen's 
houses,  statistics  of  old-age  and  sick-pension  funds,  appli- 
ances for  preventing  accidents,  which  had  never  before 
been  gathered  together,  and  could  be  found  in  no  library. 
It  seemed  a  pity  that  a  collection  of  such  valuable  mate- 
rial should  be  dispersed. 

Impressed  with  this  fact,  and  also  with  the  great  good 
that  could  be  accomplished  if  the  exhibit  and  work  of  the 
Social  Economy  Section  could  be  made  permanent  and  con- 
stantly added  to,  the  Comte  de  Chambrun,  by  a  generous 
donation,  which  he  afterwards  increased  until  the  total 
amount  given  exceeds  two  million  francs,  created  the 
MusSe  Social.  Though  the  creation  of  the  MusSe  was 
definitely  determined  upon  and  announced  shortly  after 
the  close  of  the  exposition,  it  was  not  formally  inaugu- 
rated until  March  25, 1895.  In  the  mean  time  the  plans 
for  it  constantly  developed,  until  as  now  organized  the 
MusSe  constitutes  a  veritable  laboratory  for  economic  re- 
search in  all  fields  as  far  as  they  relate  to  concrete  labor 
problems.  In  the  language  of  its  constitution,  its  object 
is  *^  to  place  gratuitously  at  the  disposition  of  the  public 
documents,  with  collateral  information,  constitutions, 
plans,  models,  of  institutions  and  undertakings  having 
for  their  object  and  result  the  improvement  of  the  moral 
and  material  situation  of  the  laboring  classes." 

To  carry  out  this  aim,  the  Mu%fe  has  spared  no  pains  or 
expense  in  the  organization  of  every  possible  means  of  ob- 
taining information  concerning  labor  and  labor  conditipns 
in  all  lands,  and  in  facilitating  its  use  by  all  those  inter- 
ested in  matters  of  social  reform.  It  is  magnificently 
installed  in  a  building  owned  by  it,  5  Rue  Las  Cases, 
where  it  has  lecture-rooms,  meeting-rooms  for  the  eco- 
nomic and  reform  societies  of  Paris,  exhibition  rooms  for 
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the  display  of  plans,  models,  and  accident-preyenting  ap- 
pliances, and,  most  important  of  all,  its  carefully  selected 
libraiy.  The  latter  now  includes  over  18,000  Tolumes 
exclusively  devoted  to  labor,  and  consisting  laigely  of 
original  sources  of  information,  reports  and  proceedings 
of  societies,  social  undertakings,  impossible  to  be  found  in 
ordinary  libraries.  Its  files  include  records  and  copies  of 
labor  legislation  in  all  countries,  or  of  other  important 
labor  happenings,  catalogued  and  under  the  direction  of 
skilled  librarians,  whose  duty  it  is  to  help  investigators 
desiring  to  make  use  of  it. 

The  MusSe  is  not  content  with  bringing  together  the 
results  of  others'  efforts.  Ea^h  year  it  sends  one  or 
more  commissions  to  investigate  particular  features  of  the 
labor  problem  in  foreign  countries.  It  has  thus  made  de- 
tailed investigations  of  trade-unions  in  Great  Britain, 
labor  organizations  in  the  United  States,  co-operative 
and  credit  institutions  in  Italy,  and  the  agrarian  ques- 
tion in  Germany,  by  special  delegates  sent  to  these  coun- 
tries. In  addition  to  making  these  special  inquiries,  it 
maintains  in  foreign  countries  special  correspondents, 
whose  duties  are  to  supply  the  Mu%Se  with  copies  of  all 
bills,  reports,  or  laws  concerning  labor  matters  presented 
in  their  countries,  or  of  privately  published  works  con- 
cerning labor,  to  furnish  information  as  called  for,  and  to 
transmit  annual  reports  giving  a  r^sum^,  with  documents, 
of  the  labor  events,  legislation,  and  judicial  decisions  relat- 
ing to  labor  during  the  year. 

At  Paris  an  important  branch  of  its  work  is  in  its  ser- 
vice for  consultations.  If  a  body  of  workingmen  wish  to 
form  a  trade-union,  a  co-operative  society,  or  an  organiza- 
tion of  any  kind ;  if  an  employer  desires  to  create  an  old- 
age  pension  or  accident  insurance  fund,  or  to  introduce  a 
scheme  of  profit-sharing ;  if  it  is  a  question  of  organizing  a 
company  for  the  construction  of  workingmen's  homes ;  or 
if  any  social  work  is  projected, —  the  MusSe  Social^  when- 
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ever  requested,  co-operates  in  every  possible  way.  Model 
constitutions  are  prepared,  the  necessary  actuarial  calcula- 
tions made,  plans  of  houses  furnished,  and  expert  criti- 
cism and  advice  given  regarding  any  points  submitted 
to  it.  This  service  is  largely  made  use  of.  The  Mu9ie  re- 
ports that  during  the  six  months  ending  April  1,  1898, 
such  assistance  was  rendered  in  647  cases,  of  which  240 
were  written  communications,  and  807  oral. 

Finally,  by  means  of  special  donations  from  the  Comte 
de  Chambrun,  the  MusSe  offers  each  year  a  prize  of  25,000 
francs  for  the  best  work  submitted  upon  an  assigned  sub- 
ject relating  to  labor.  The  first  competition,  that  for  1897, 
was  on  the  subject  of  Profit-sharing,  the  prize  being  di- 
vided among  three  competitors,  who  received  12,000, 8,000, 
and  6,000  francs  respectively.  The  second  competition,  for 
1898,  on  the  subject  of  Workingmen's  and  Employers' 
Associations,  was  likewise  divided  among  three  contestants. 
The  subject  for  the  competition  for  1899  is  Working- 
men's  Insurance. 

Though  the  publication  of  material  is  not  the  chief 
object  of  the  MtLsSsy  its  work  in  this  direction  is  of  con- 
stantly increasing  importance.  It  now  issues  two  series 
of  monthly  eirctUaires^  or  bulletins,  of  which  over  fifty 
numbers  have  appeared,  each  of  which  is  devoted  to  a  sin- 
gle subject.  The  reports  of  its  special  missions  to  foreign 
countries  are  published  as  separate  volumes  in  a  series  en- 
titled Bihliothiqae  du  MusSe  Social. 

It  has  not  been  an  easy  task  to  summarize  in  a  few 
words  the  character  of  the  work  of  an  institution  the 
activities  of  which  are  so  multifarious  and  wide-reaching. 
The  MuBie  has  as  yet  but  barely  entered  apon  its  work. 
It  has  succeeded,  nevertheless,  in  drawing  to  it,  either  as 
o£Bcers  or  members  of  its  consulting  staff,  all  those  most 
prominent  in  matters  of  social  reform.  Its  rooms  are  the 
headquarters  of  many  of  the  most  important  organizations 
for  the  improvement  of  labor  conditions,  and  thus  it  has 
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become  the  centre  for  the  study  of  labor  problems  and  of 
active  work  for  their  solution  in  France. 

SodStS  Fran  false  des  HabitationB  d  Bon  MarchS. — From 
the  consideration  of  organizations  devoted  to  the  general 
study  of  labor  conditions  we  now  turn  to  the  examination 
of  the  work  of  societies  having  for  their  purpose  the  ad- 
vancement of  reform  in  some  particular  field.  Among 
them,  that  of  the  Frendi  Workingmen's  Homes  Society 
claims  our  first  attention. 

As  in  the  case  of  the  MusSe  Social,  the  organization  of 
this  society  is  the  direct  consequence  of  the  work  of  the 
Social  Economy  Section  of  the  Paris  Exposition  of  1889. 
Its  purpose  is  to  provide  an  organization  to  perpetuate  the 
work  commenced  by  the  International  Congress  in  Rela- 
tion to  Workingmen's  Homes,  held  under  the  latter^  au- 
spices ;  to  provide  a  body  which  could  take  the  initiative 
in  the  organization  of  subsequent  congresses ;  to  furnish 
the  means  for  the  uninterrupted  study  of  the  various 
phases  of  the  problem  of  the  housing  of  the  working 
classes;  and,  finally,  and  most  important  of  all,  to  form 
an  organization  of  those  most  interested  in  the  subject  for 
the  purpose  of  actively  intervening  and  bringing  about 
the  creation  of  companies  for  the  construction  of  working- 
men's  houses  throughout  France,  the  enactment  of  neces- 
sary legislation  regarding  building  and  sanitary  regula- 
tions, and  the  like.  Though  a  society  for  study,  it  ii 
none  the  less  preeminently  an  organization  for  active 
propaganda. 

The  society  was  formally  constituted  December  17, 
1889.  Its  field  of  operations  as  set  forth  in  its  constitu- 
tion is  ^^  to  encourage  in  all  France  the  construction  by 
individuals,  employers,  or  local  societies,  healthy  and 
cheap  houses  or  the  amelioration  of  existing  buildings 
intended  for  the  laboring  classes.  It  will  notably  seek  to 
make  known  the  means  necessary  to  facilitate  to  employees, 
artisans,  and  workingmen  the  acquisition  of  their  own 
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homes.  To  aooomplish  ibis,  it  proposes  to  place  at  the  dis- 
posal of  indiyiduals  or  societies,  plans,  model  constitu- 
tions of  recognized  merit,  as  well  as  all  other  documents 
and  necessary  information." 

It  will  be  seen  from  this  statement  that  the  sphere  of 
activity  mapped  out  for  itself  by  the  society  was  that  of  a 
general  bureau  of  information  and  centre  of  propaganda. 
Actual  construction  work,  or  even  financial  participation 
in  building  operations,  is  forbidden  to  it.  Its  means  of 
action  are  to  bring  about  the  organization  of  independent 
building  companies,  gratuitously  to  furnish  architectural 
plans,  models  of  constitutions,  and  schemes  of  financial 
organization,  to  open  competitive  contests  in  which  prizes 
are  offered  for  the  best  plans  for  workingmen's  houses,  to 
furnish  lecturers  on  the  subject  whenever  any  action  is 
contemplated,  and  generally  to  assist  in  any  other  way  for 
the  advancement  of  the  movement  to  which  it  is  devoted. 

This  well-defined  policy  has  been  carried  out  with 
marked  success.  For  ten  years  the  society  has  labored 
unceasingly.  From  the  first  it  drew  to  itself  all  those 
most  competent  to  direct  the  movement  for  the  improve- 
ment of  the  housing  of  the  poorer  classes.  Its  member- 
ship is  largely  composed  of  men  actively  interested  in 
public  aflEBurs, — architects,  government  officials,  directors 
of  financial  institutions.  To  a  considerable  extent  the 
members  are  also  directors  of  companies  for  the  construc- 
tion or  renting  of  workingmen's  houses,  and  are  thus  per- 
sonally fiimiliar  with  the  details  of  the  housing  problem. 
During  the  decade  these  men  have  responded  to  scores  of 
calls  for  addresses  and  personal  help  in  the  organization 
of  work  in  different  industrial  centres.  Hundreds  of  in- 
quiries have  been  answered,  and  expert  examination  and 
report  been  made  on  plans  and  proposed  schemes  of  or- 
ganization submitted  to  it.  Its  quarterly  Btdletin^  issued 
regularly  since  its  organization,  now  includes  ten  volumes 
of  from  four  to  five  hundred  pages  each.    Nor  are  these 
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pages  devoted  chiefly  to  addresses  and  academic  discus- 
sion. For  the  most  part  they  are  devoted  to  the  repro- 
dnotion  in  full  of  the  constitutions  and  reports  of  notable 
societies  for  the  provision  of  workingmen's  houses,  with 
plans  of  houses  and  detailed  statements  of  costs,  and  the 
financial  results  achieved.  The  files  of  the  Bulletin  thus 
constitute  a  storehouse  of  information  presented  in  the 
most  available  way  to  which  new  companies  or  employ- 
ers contemplating  action  can  have  recourse,  not  only  for 
general  information,  but  for  that  concerning  the  technical 
details,  both  architectural  and  financial,  of  the  work  with 
which  they  are  concerned* 

It  is  in  its  active  promotion  of  the  organization  of 
companies  for  the  building  of  workingmen's  houses  and 
the  enactment  of  legislation,  however,  that  its  great  use- 
fulness has  been  manifested.  Under  its  auspices  and,  as 
the  direct  result  of  its  efforts,  between  twenty-five  and 
thirty  companies  for  the  erection  of  homes  for  the  working 
classes  have  been  established,  and  are  now  in  practical 
operation.  When  it  began  its  work,  co-operative  effort  on 
the  part  of  the  workingmen  themselves  to  acquire  their 
own  homes  was  unknown.  From  the  beginning  of  its 
operations  it  has  been  the  persistent  effort  of  the  SociStS 
Franpaise  to  introduce  in  France  co-operative  building 
associations  after  the  English  and  American  types.  In 
this  it  has  been  successful.  Such  associations  have  been 
created  through  its  efforts  in  various  industrial  centres, 
new  ones  are  being  organized  every  year,  and  through 
them  the  question  of  workingmen's  houses  is  entering 
upon  a  new  phase. 

In  the  field  of  legislation  the  society  has  been  equally 
successful.  After  an  exhaustive  examination  of  the  char- 
ater  of  the  legislation  that  was  desirable,  it  drew  up  a  bill ; 
and  through  its  president,  M.  Jules  Siegfried,  who  was 
also  a  member  of  the  French  Parliament,  secured  its 
enactment  as  the  present  important  law  of  November  30, 
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1894.  This  law  provides  for  the  organization  of  local 
committees  in  each  department  to  investigate  housing 
conditions  and  promote  action,  and  for  the  encouragement 
of  the  erection  of  small  houses  by  the  remission  of  certain 
taxes  in  their  case;  and  finally  permits  the  Caisse  de$ 
D&pdis  et  Cansignatioiu  and  certain  other  public  institu- 
tions to  use  a  part  of  their  funds  in  loans  to  companies  or 
societies  for  building  workingmen's  houses.  It  has  also 
secured  a  very  important  extension  of  this  last  privilege 
in  the  law  of  July  20, 1895,  by  which  savings-banks  are 
given  the  same  power  of  so  investing  a  part  of  their 
funds.  In  consequence  of  this  law  the  savings-banks  in 
various  cities  are  actively  participating  in  the  work  of 
housing  the  working  classes  through  the  financial  aid 
granted  to  building  societies  of  their  localities. 

The  society  itself  at  the  present  time  is  in  a  very  flour- 
ishing condition.  Its  membership  is  divided  into  three 
classes :  Donation,  or  those  buying  a  life  membership  for 
1,000  francs ;  Ordinary  Life,  or  those  buying  a  life  mem- 
bership at  the  regular  rate  of  800  francs ;  and  subscription 
members,  or  those  paying  annual  dues  of  20  francs.  The 
constitution  of  the  society  provides  that  all  receipts  from 
the  first  two  classes  must  be  carried  to  a  permanent  endow- 
ment fund,  the  capital  of  which  cannot  be  alienated.  As 
the  society  secured  the  adhesion  of  fourteen  donation  and 
thirty-three  life  members  within  less  than  a  year  from  its 
organization,  a  number  of  the  donation  membera  giving 
more  than  the  required  1,000  francs,  it  immediately 
started  with  a  considerable  endowment  fund.  In  1894 
this  fund  received  a  great  addition.  The  Comte  de 
Chambrun,  so  well  known  as  the  founder  of  the  MusSe 
Social^  gave  the  society  the  important  sum  of  50,000 
francs.  Shortly  after,  Madame  Comil,  through  M.  Jules 
Simon,  gave  a  further  sum  of  10,000  francs.  Finally,  an 
annual  payment  of  3,000  francs  to  the  society  was  decreed 
by  the  government  to  be  paid  from  the  fund  created  by 
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the  Giffard  legacy.  In  consequence  of  these  gifts  the 
society,  in  1898,  possessed  an  endowment  of  over  100,000 
francs  in  addition  to  the  Giffard  annuity,  which  at  S  per 
cent,  represents  a  further  capital  of  a  like  amount.  The 
society  is  thus  upon  what  would  seem  to  be  a  perfectly 
secure  basis.  The  enthusiasm  of  its  officers  and  mem- 
bers in  its  work  seems  to  have  suffered  no  abatement  in 
spite  of  the  fact  that  it  has  now  accomplished  seyeral 
of  the  most  important  purposes  for  which  it  was  organ- 
ized ;  and  it  will  undoubtedly  continue  in  the  future,  as 
it  has  been  in  the  past,  the  centre  of  the  movement 
throughout  France  for  the  improyement  of  the  housing 
condition  of  the  working  classes  and  the  increase  of  house 
ownership  among  them. 

ComiU  Permanent  du  Oongris  International  de%  Acd- 
dents  du  Travail  et  des  Assurances  Soeiales.  —  Closely 
analogous  to  the  work  of  the  Society  for  Workingmen's 
Homes  is  that  of  the  Permanent  Committee  of  the  Inter- 
national Congress  in  Relation  to  Accidents  to  Labor  and 
Workingmen's  Insurance.  The  history  of  this  organiza- 
tion, as  regards  its  main  features,  is  almost  identical  with 
that  of  the  former  society.  Both  took  their  rise  from 
an  International  Congress  held  in  connection  with  the 
Paris  Exposition  of  1889.  This  congress  was  probably 
the  most  important  of  the  many  social  congresses  that 
were  held  at  Paris  in  that  year.  The  German  and  Aus- 
trian governments  had  recently  taken  their  radical  action 
in  regard  to  the  compulsory  indemnification  of  laborers 
for  accidents,  and  the  subject  of  accidents  to  labor  was 
everywhere  on  the  Continent  receiving  wide-spread  atton- 
tion.  This  congress  succeeded  in  gathering  together  the 
officials  of  insurance  institutions  of  all  the  countries  of 
Europe ;  and  the  discussions  that  followed,  with  the  pub- 
lication of  the  reports  that  were  presented,  marked  an 
epoch  in  the  study  of  the  question. 

The  advantages  resulting  from  this  comparative  study 
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of  a  problem  common  to  all  the  countries  were  so  mani- 
fest that  at  the  conclusion  of  the  congress  it  was  decided 
to  effect  a  permanent  organization.  This  was  done  by 
the  election  of  a  ^* Permanent  Committee"  with  repre- 
sentatires  from  all  the  countries  taking  part  in  the  con- 
gress, but  with  permanent  headquarters  at  Paris.  The  ap- 
pointment of  this  committee  resulted  in  the  organization 
of  a  strong  society  in  fact,  if  not  in  name ;  for  adherents 
whose  dues  would  support  the  organization  were  sought, 
and  were  almost  immediately  obtained  to  the  number  of 
a  thousand  or  more.  The  income  deriyed  in  this  way,  in 
connection  with  various  gifts,  has  enabled  the  committee 
to  carry  on  its  work  in  a  most  effective  way. 

From  the  start  this  committee  took  rank  as  the  central 
bureau  of  information  concerning  all  matters  relating  to 
accidents  to  labor  and  workingmen's  insurance.  One  of 
its  most  important  duties  was  to  look  after  the  organiza- 
tion of  subsequent  congresses  and  serve  as  the  connecting 
link  between  them.  This  it  has  done  in  bringing  about 
and  managing  the  very  successful  congresses  at  Berne  in 
1891,  MUan  in  1894,  and  Brussels  in  1897.  Beginning 
with  the  year  1890  it  has  regularly  published  a  quarterly 
Bvlhtin  of  from  seventy-five  to  one  hundred  pages,  in 
which  are  given  not  only  studies  of  particular  insurance 
questions,  but  the  reproduction  of  all  important  legisla- 
tion or  official  reports.  The  reports  of  the  congresses  and 
the  files  of  the  Bulletin  at  the  present  time  constitute  a 
library  of  thirteen  large  octavo  volumes,  and  present  the 
most  valuable  body  of  literature  relating  to  the  question 
of  accidents  to  labor  and  workingmen's  insurance  that 
exists  in  any  language.  The  congresses  have  uniformly 
been  attended  by  the  leading  officials  of  insurance  bu- 
reaus and  companies,  and  it  is  difficult  to  overestimate 
the  influence  that  they  and  the  work  of  the  dmiU  Per- 
maiient  have  exerted  in  diffusing  information  and  bring- 
ing about  right  thinking  upon  the  very  complex  problem 
with  which  they  are  concerned. 
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SociitS  pour  V^ude  Pratique  de  la  Participation  du 
Personnel  dans  lee  BSnSfiees. —  What  the  organizations  that 
we  haye  been  considering  are  for  the  study  and  develop- 
ment of  work  relating  to  the  housing  of  labor  and  work- 
ingmen's  insurance,  the  Society  for  the  Practical  Study  of 
Profit-sharing  is  for  the  investigation  and  adyancement  of 
the  cause  of  co-operation  and  profilrsharing.  This  society, 
usually  known  under  the  shorter  title  of  SociStS  pour 
la  Participation  aux  BSnfficee^  is  now  in  the  twenty-first 
year  of  its  ezistencot  haying  been  organized  in  the  year 
1878.  The  important  feature  of  its  work  is  that,  though 
an  organization  for  investigation  and  study,  it  is  distinctly 
and  avowedly  a  society  of  propaganda.  Its  membership 
is  largely  made  up  of  officers  of  enterprises  which  are 
themselves  practising  profit^haring.  Its  founder,  presi- 
dent, and  guiding  spirit  during  the  two  decades  of  its 
history,  M.  Charles  Robert,  is  the  director  of  one  of  the 
most  important  insurance  companies  of  France,  and  one 
which  shares  its  profits  with  its  employees.  Its  secre- 
tary, M.  Albert  Trombert,  is  the  administrative  head  of 
the  famous  Chaix  Printing  House,  likewise  an  important 
profit^haring  concern. 

The  principal  means  of  action  possible  to  the  society 
has  necessarily  been  that  of  education,  the  making  known 
the  extent  to  which  the  system  of  profit^haring  is  prac- 
tised, and  the  various  forms  under  which  it  can  be  organ- 
ized. Beginning  with  the  year  1879,  it  has,  therefore, 
published  a  quarterly  Bulletin  of  about  fifty  pages,  which 
is  devoted  to  the  description  and  critical  examination  of 
the  most  important  examples  of  profit-sharing  enterprises. 
In  addition  to  this  regular  organ  of  the  society,  it  has  also 
undertaken  or  assisted  in  the  publication  of  various  other 
works  relating  to  the  question  of  profit^haring.  Chief 
among  these  must  be  mentioned  the  annual  issue  of  the 
Alnumach  de  la  Corporation  Franpaiee^  givii^g  a  list  of 
profit-sharing  concerns  in  France,  the  dates  of  their  or- 
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ganization  and  certain  other  important  facts  concerning 
them ;  the  translation  by  M.  Albert  Trombert  of  Dr. 
Victor  Bohmert's  classic  work  on  profit-sharing ;  and  two 
other  works,  also  by  M.  Trombert,  entitled  Guide  Pror 
tiqus  pour  VApplication  de  la  Participation  and  Les 
ApplieatioM  de  la  Participation  aux  BSnSficeB^  which  is 
intended  as  an  appendix  to  Dr.  Bohmert^s  work,  giving 
an  account  of  more  recent  profit-sharing  enterprises. 

This  society  has  thus  since  its  formation  been  the  centre 
of  all  work  and  study  in  relation  to  profit-sharing  and  co- 
operation. At  the  present  time  it  is  apparently  in  a 
flourishing  condition.  It  has  an  active  though  limited 
membership,  and  is  now  in  possession  of  invested  funds 
amounting  to  over  60,000  francs.  Whatever  one's  opinion 
may  be  in  regard  to  the  advisability  or  practicability  of 
profit-sharing  schemes,  there  can  be  no  divergence  of 
opinion  regarding  the  benefits  that  have  resulted  to  eco- 
nomic science  through  the  continued  examination  by  this 
society  of  the  results  achieved  under  this  system  of  indus- 
trial organization. 

With  the  consideration  of  the  work  of  this  society  we 
must  close  our  account  of  the  organized  efforts  now  being 
made  in  France  for  the  study  of  practical  labor  problems. 
As  indicated  by  its  title,  the  scope  of  this  paper  does  not 
include  a  description  of  the  general  study  of  economics  in 
France,  but  only  that  having  to  do  directly  with  the 
examination  and  solution  of  what  are  called  practical  labor 
problems.  No  attempt  is  therefore  made  to  describe  the 
scholastic  instruction  of  political  economy  or  even  the 
work  of  such  organizations  as  the  Aeadimie  des  Sciences 
Morales  et  PolitiqtieSj  the  SoeiSti  d^JEconomie  Politi<jue^ 
the  Soeiiti  de  Statistique  de  Paris^  interesting  though 
their  work  may  be.  There  still  remain,  however,  a  num- 
ber of  general  points,  characteristic  of  the  work  of  all  the 
organizations  considered,  that  should    be   brought  out. 
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They  constitute,  indeed,  the  most  significant  and  inter- 
esting features  of  the  whole  movement. 

First  of  all,  it  is  important  to  seek  the  explanation  for 
this  wide-spread  interest  and  activity  in  matters  of  labor 
reform.  The  Paris  Exposition,  through  the  great  impetus 
given  by  its  Section  of  Social  Economy  to  the  study  of 
economic  condition,  marks  the  beginning  of  the  move- 
ment; but  some  deeper  reason  for  its  success  must  be 
sought  than  in  its  inspiration. 

This  explanation  can  be  found  in  the  clear  recognition 
on  the  part  of  the  thinking  classes  of  France  of  the  sig^ 
nificance  of  the  growing  movement  towards  socialism  and 
state  action  on  the  Continent.  The  upper  classes,  or  at 
least  those  who  have  the  welfare  of  the  people  eamestiy 
at  heart,  have  become  thoroughly  aroused  to  the  fact  that 
something  must  be  done  to  remedy  existing  hardships  if 
the  march  of  socialism  is  to  be  arrested.  It  is  seen  that 
this  can  only  be  accomplished  by  the  practical  demonstra- 
tion that  the  condition  of  the  laboring  classes  can  be 
materially  improved  under  the  existing  industrial  system, 
and  through  the  voluntary  efforts  of  the  people  them- 
selves. This,  then,  is  the  real  reason,  apart  from  the 
general  desire  to  improve  conditions,  for  the  great  efforts 
being  made  by  employers  of  labor  and  public-spirited 
associations  for  the  advancement  of  measures  of  labor 
reform.  Though  rarely  so  stating  their  object,  the  organi- 
sations that  we  have  been  considering  are  fighting  the 
battie  of  individualism  against  socialism,  of  evolution 
against  revolution.  No  better  example  of  this  oould  be 
given  than  the  remarkable  efforts  which  have  been  made 
within  recent  years  for  the  development  of  workingmen's 
insurance  institutions  under  private  auspices  in  the  hope 
of  demonstrating  that  it  is  not  necessary  to  resort  to  sys- 
tems of  state  insurance  similar  to  those  of  Germany  and 
Austria.  Large  employers  of  labor  all  over  France  have 
created  insurance  funds  for  their  employees;  and  the 


Digitized  by  VjOOQIC 


8TUDT  OF  LABOR  PROBLEMS  HT  FRANCE        289 

national  associations  of  iron  and  steel  and  textile  mill 
owners,  each  including  scores  of  firms,  have  organized  at 
their  own  expense  model  organizations  for  the  insurance 
of  employees  in  those  trades.  It  was  undoubtedly  due  to 
the  existence  and  work  of  these  institutions  that  the  com- 
pulsory compensation  act  recently  passed  did  not  also 
include  some  system  of  state  or  other  form  of  compul- 
sory insuranee  as  well 

In  line  with  these  yiews  it  is  important  to  note,  as  the 
second  point  to  which  it  is  desired  to  direct  attention,  that 
in  the  case  of  all  the  organizations  described  a  resort  to 
state  action  is  strongly  opposed.  When  legislation  has 
been  sought,  it  has  been  of  a  permissiye  character,  its  pur- 
pose being  generally  to  give  freer  scope  and  encourage- 
ment to  private  action.  This  may  be  a  surprise  to  some. 
We  are  accustomed  to  look  upon  the  French  as  a  people 
who  resort  easily  to  state  action  for  the  solution  of  stub- 
born social  problems.  Yet  in  no  countiy  is  the  demand 
for  state  action  more  stubbornly  resisted.  Certainly  no- 
where is  there  such  a  unanimity  of  opinion  among  econo- 
mists and  those  interested  in  measures  of  social  reform 
against  such  action.  Not  only  is  the  spirit  of  individual- 
ism naturally  very  strong  in  France,  but  it  is  recognized 
by  the  intelligent  classes  that  the  French  bureaucracy  is 
not  the  effective  instrument  found  in  Great  Britain  and 
Germany,  and  probably  could  not  be  made  so.  So  strong 
is  this  feeling  in  France  that  it  is  not  rare  to  meet  those 
who  fully  indorse  Mr.  Spencer's  Coming  Slavery^  and  are 
opposed  to  even  the  slightest  factory  regulations. 

Finally,  as  the  third  point,  we  should  observe  the  char- 
acter of  the  men  who  make  up  the  membership  of  these 
organizations  for  reform,  or  at  least  constitute  their  work- 
ing force.  To  one  who  has  had  the  good  fortune  to  meet 
many  of  the  men  at  the  head  of  these  societies,  and  to 
some  extent  become  familiar  with  their  work,  no  fact  is 
more  strikingly  impressed  upon  him  than  that  these  men 
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are  but  in  exceptional  cases  primarily  teachers  of  eco- 
nomics. For  the  most  part,  they  are  men  of  affairs,  ac- 
tiyely  engaged  in  industrial  and  official  work.  They  are 
the  directing  heads  of  large  manufacturing  and  commer- 
cial enterprises,  insurance  companies  and  banks,  the  chiefis 
of  bureaus  and  departments  of  the  government,  the  edi- 
tors of  newspapers  and  reviews. 

Thus,  as  we  have  seen,  the  president  of  the  society  for 
profit^haring,  M.  Charles  Robert,  is  the  manager  of  a 
large  insurance  company ;  and  the  secretary  of  the  society, 
M.  Trombert,  is  the  head  of  an  important  publishing 
house.  In  the  society  for  workingmen's  homes  the  hon- 
orary president  was  formerly  M.  Jules  Simon,  and  is  now 
M.  Jules  Siegfried,  who,  like  his  predecessor,  is  an  ex- 
cabinet  minister  and  is  now  a  member  of  the  French 
Senate ;  the  administrative  president  is  M.  Georges  Picot, 
the  permanent  secretary  of  the  Academy  of  Moral  and 
Political  Sciences;  the  vice-president,  M.  Emile  Cheysson, 
is  the  inspector-general  of  roads  and  bridges;  and  the 
general  secretary,  M.  Fleury-Ravarin,  is  a  member  of  the 
present  Chamber  of  Deputies.  At  the  head  of  the  per- 
manent committee  of  the  congress  in  relation  to  accidents 
to  labor  and  workingmen's  insurance  is  M.  Linder,  the 
inspector-general  of  mines  of  France.  The  vice-presi- 
dents are  MM.  Darcy  and  Ricard,  the  former  the  president 
of  the  national  organization  of  coal  mine  operators  in 
France,  and  the  latter  a  former  cabinet  minister  and  now 
in  the  Chamber  of  Deputies.  The  general  secretary  and 
active  manager  of  the  affairs  of  the  committee,  M.  Gruner, 
is  the  secretary  of  the  org^ization  of  coal  mine  operators 
above  mentioned;  and  his  assistant,  M.  Bellom,  is  an 
engineer  in  the  state  corps  of  mines. 

It  would  be  possible  thus  to  run  through  the  list  of  the 
active  members  of  all  of  these  organizations,  and  show  to 
how  large  an  extent  they  are  directly  associated  in  some 
way  with  enterprises  which  bring  them  in  actual  touch 
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with  the  conditions  which  they  are  seeking  to  ameliorate. 
It  is  hardly  necessary  to  comment  upon  the  significance  i 

of  this  feature  of  the  work  we  are  considering.    Whatever  | 

may  be  her  failings  in  other  respects,  France  has  suc- 
ceeded in  securing  the  actiye  interest  and  assistance  of  1 
her  best  business  men  in  measures  of  labor  reform ;   and 
the  movements  with  which  they  are  identified  are  making  < 
rapid  progress.    Could  the  United  States  obtain  a  similar 
co-operation,  the  reproach  that  economists  are  mere  theo-                                 i 
rists  would  pass  away,  and  the  cause  of  industrial  reform 
would  take  a  great  step  forward.                                                                         I 

( 

WlLLIAH  F.  WrLLOUGHBY.  i 

United  States  Dspartmxnt  of  Labor.  ^ 

1 
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in. 

Ik  the  preceding  article*  I  set  forth  the  brilliant 
financial  snocefls  of  the  Bay  State  Company,  and  intimated 
that  80  great  a  success  must  invite  attacks  along  at  least 
two  distinct  lines.  In  the  first  place,  in  view  of  the 
strennous  efforts  for  years  to  regulate  the  companies  in 
the  interest  of  the  public,  such  a  career  as  that  of  the 
Bay  State  Company  was  likely  to  create  a  demand  for 
increased  legislative  and  administrative  control  over  the 
companies.  In  the  next  place,  it  was  almost  certain  to 
bring  about  attempts  on  the  part  of  investors  to  wrest 
some  of  the  large  gains  of  this  field  from  the  Bay  State 
Company  by  means  of  competition. 

The  relation  of  one  of  these  possible  attacks  to  the 
other  woald  be  affected  by  the  particular  circumstances 
at  the  time,  and  partially,  also,  by  the  character  and 
temperament  of  the  persons  leading  the  attack.  As  it 
happened,  the  political  conditions  in  1892-93  invited  an 
attack.  A  small  group  of  well-educated,  intelligent,  and 
ambitious  young  men  then  completely  controlled  the 
Democratic  party  in  Massachusetts.  In  January,  1898, 
one  of  these  entered  upon  his  third  term  as  governor  of 
the  State;  a  second,  Nathan  Matthews,  Jr.,  began  his 
third  term  as  mayor  of  Boston ;  while  a  third  held  a  high 
federal  office  at  Washington.  The  Democratic  party  was 
in  high  hopes  of  continuing  and  extending  its  power  in 
the  State.  In  that  case.  Mayor  Matthews  was  looked 
upon  as  the  logical  successor  of  Governor  Russell.  It 
would  have  been  strange,  therefore,  if  so  keen  a  political 
leader  had  not  been  on  the  lookout  for  an  opportunity  to 
show  himself  a  defender  of  the  rights  of  the  people.    The 

*  Pablish^d  in  this  Jonnial  tot  Ootober,  1898. 
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precediDg  narrative  will  have  made  it  clear  what  an  oppor- 
tunity the  gas  situation  in  Boston  offered  at  this  time  for 
a  striking  political  move. 

The  particular  occasion  for  action  came  from  the  &ct 
that  the  five-year  contracts  for  the  public  lighting  were 
to  expire  July  1,  1898.  In  addition  the  amendment  of 
the  city  charter  in  1885  largely  centralized  power  in  the 
hands  of  the  mayor.  Mayor  Matthews  interpreted  this 
concentration  of  power  to  extend  to  the  right  of  inducing 
competition  in  the  Boston  gas  field  without  the  consent 
of  the  board  of  aldermen.  Political  conditions  and  legal 
technicalities  have  prevented  a  judicial  determination  of 
this  doubtful  point.  As  the  sequel  will  show,  competition 
was  actually  introduced  in  this  way.  It  is  plain  that,  if 
the  mayor  could  maintain  his  view  (as  he  proved  able  to 
do),  nothing  but  a  sense  of  financial  danger  on  the  part  of 
the  Brookline  Company  would  prevent  him  from  getting 
that  company  to  precipitate  a  great  gas  war  by  paralleling 
the  pipes  of  the  Bay  State  Companies. 

The  Brookline  Company  was  the  only  one  both  physi- 
cally and  legally  in  a  position  to  be  used  for  such  a  pur- 
pose. The  town  of  Brookline  is  almost  completely  sur- 
rounded by  Boston.  This  company  under  its  special 
charter,  as  amended  from  time  to  time,*  had  the  right  to 
lay  pipes  in  the  city  of  Boston  with  the  consent  of  the 
proper  local  authorities.  At  the  beginning  of  1898  it  was 
the  only  company  operating  in  the  town  of  Brookline  and 
in  those  portions  of  Boston  which,  before  annexation^f 
had  constituted  the  town  of  Brighton  and  part  of  the 
town  of  Brookline,  as  well  as  in  a  small  portion  of  the 
Back  Bay  District  of  Boston.  Since  1878  it  had  fur- 
nished some  public  lights  in  Boston,  and  since  1875  all 
the  public  gas  lights  in  the  territory  traversed  by  its 

•AetB  of  1863,  0.17;  of  1854,  c.  101 ;  of  1860,  o.  151 ;  uid  of  1870,  c.  180. 

t  Brighton  was  Annexed  in  1874  (Aets  of  1873,  o.  303),  and  portiou  of  Brook- 
line at  two  different  times  (Acts  of  1870  and  1874.) 
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pipes.  The  oontracts  for  this  public  lighting  had  been 
expressly  authorized  by  the  Boston  board  of  aldermen. 

As  already  indicated,  all  the  companies  of  the  Bay  State 
group,  and  also  the  Brookline  Company,  had,  with  the 
consent  of  the  mayor  and  aldermen,  obtained  the  right  to 
enter  Boston  and  to  occupy  certain  designated  streets,  or, 
as  in  the  case  of  the  Bay  State  Company,  all  the  streets 
of  the  city.  Before  1885  gas  pipes  were  laid  in  Boston 
by  companies  already  admitted  to  the  city  without  any 
permit  of  the  superintendent  of  streets ;  but  since  1885 
streets  had  been  opened  by  the  lighting  companies  only 
under  written  permits  from  that  officer,  designating  the 
particular  streets  to  be  opened. 

The  act  of  1854,  by  which  the  Brookline  Company  first 
entered  Boston  and  Roxbury  (not  then  annexed),  gave  the 
company  specific  authority  to  lay  pipes  in  any  parts  of 
these  cities,  with  the  consent  of  the  mayor  and  aldermen 
in  each  case.  By  this  act  the  mayor  and  aldermen  of 
each  city  were  given  the  right  ^^  to  regulate,  restrict,  and 
control  the  acts  and  doings  of  said  company,  which  may 
in  any  manner  afPect  the  health,  safety,  or  convenience  of 
the  inhabitants."  By  a  later  statute,  enacted  under  the 
reservation  in  1880  of  the  right  to  repeal  charters,  all  gas 
companies  chartered  by  special  act  since  that  date  are 
made  subject  to  the  general  laws.  The  general  incorpora- 
tion law  (Acts  of  1870,  c.  56,  §  56)  authorizes  any  gas  com- 
pany to  dig  up  and  open  streets  with  the  consent  of  the 
mayor  and  aldermen,  io  far  a9  i%  neee%%ary  to  aeeompltsh 
the  oljecU  of  the  corporation.  By  §57  of  this  act  the 
mayor  and  aldermen  of  any  place  in  which  the  pipes  or 
conductors  of  such  corporation  are  sunk  are  given  the 
same  right  of  regulation  and  control  over  the  corporation 
as  the  mayor  and  aldermen  of  Boston  and  Roxbury  were 
given  over  the  Brookline  Company  in  the  provision 
quoted  above. 

To  add   to  the  confusion  already  existing,  the  act 
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amending  the  charter  of  Boston  *  provided  that  the  ex- 
ecutive powers  heretofore  vested  in  the  board  of  alder- 
men should  be  vested  in  the  mayor,  to  be  exercised  by 
him  through  the  several  officers  and  boards  of  the  city ; 
and  it  prohibited,  in  express  language,  the  board  of  alder- 
men from  taking  part,  ^^  directly  or  indirectly,"  in  the 
conduct  of  any  of  the  executive  or  administrative  busi- 
ness of  the  city.  In  1892  the  ordinances  of  the  city 
underwent  a  complete  revision.  There  is  no  reason  to 
suppose  that  the  revisers  had  specifically  in  view  the  gas 
situation,  with  the  impending  conflict.  Yet  the  revision, 
made  under  the  direction  of  Mayor  Matthews,  accentuated 
the  characteristic  features  of  the  charter  amendment  of 
1885,  concentrating  power  in  the  hands  of  the  mayor. 
Three  sections  of  the  revised  ordinances  deal  chiefly  with 
the  powers  of  the  superintendent  of  streets  in  regard 
to  laying  gas  pipes  and  similar  conductors.  The  flrstf. 
authorizes  him  to  issue  permits  to  open  the  streets  ^^to 
persons  having  authority  in  the  premises."  The  second 
provides  that  such  permits  shall  be  subject  to  all  the 
terms,  limitations,  and  conditions  stated  in  the  ordinances 
of  the  city,  and  also  ^'  to  any  permission,  control,  regula- 
tion, obstruction,  or  revocation  which  the  board  of  alder- 
men may  make."  The  third  provides  that  he  shall  issue 
such  permits  ^^  when  authorized  thereto  "  by  an  order  of 
the  board  of  aldermen. 

As  if  the  situation  were  not  confused  enough  already, 
the  act  of  1886  creating  the  Gas  Commission,  one  of  the 
chief  objects  of  which  was  to  prevent  competition,  pro- 
vided that 

in  any  dty  or  town  in  which  a  gas  company  exists  in  active  opera- 
tion, no  other  gas  company,  nor  any  other  persons,  shall  dig  np  and 
open  the  streets,  lanes,  and  high?rays  of  such  city  or  town  for  the 
purposes  of  laying  gas  pipes  therein,  without  the  consent  of  the  mayor 
and  aldermen  or  selectmen  of  such  city  or  town,  after  a  public 

•Aetsof  1885,  o.  266,  §§  6aiid  12.        fC.  36,  §  8;  o.  5,  §1;  o.  36,  §14. 
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hearing . . .  and  notioe  to  all  persons  interested,  by  pnblioation,  or 
otherwise. 

Another  section  of  the  same  act  gives  the  right  to  any 
person  aggrieved  to  appeal  from  such  decision  of  the 
mayor  and  board  of  aldermen  to  the  board  of  gas  com- 
missioners. 

Evidently,  the  question  by  whose  authority  the  Brook- 
line  Company  might  compete  with  other  companies  in 
Boston  was  a  very  doubtful  and  a  highly  complex  one. 
The  doubts  did  not  seem,  however,  to  appall  the  mayor 
of  Boston,  who  settled  them,  temporarily  at  least,  in  his 
own  way,  and  admitted  the  Brookline  Company  as  a 
competitor  by  the  mere  permit  of  his  superintendent  of 
streets. 

I  called  attention  in  an  earlier  part  of  this  discussion 
to  the  fact  that  the  progress  of  science  opened  the  way 
for  the  Bay  State  Company  to  get  into  Boston,  under  the 
plea  of  cheaper  gas  by  means  of  the  new  process  for  mak- 
ing water  gas  instead  of  coal  gas.  The  moment  water  gas 
was  seen  to  be  the  successful  rival  of  coal  gas,  it  also 
became  clear  that  the  degree  of  saving  by  the  change 
depended  in  large  measure  on  the  price  of  naphtha,  which 
is  required  in  large  quantities  to  enrich  water  gas.  But 
the  Standard  Oil  Company  has  had  for  years  a  virtual 
monopoly*  of  the  naphtha  market  of  the  United  States. 
The  development  of  the  water  gas  industry  offered,  there- 
fore, a  large  and  tempting  new  field  of  investment  for 
persons  connected  with  that  company,  placing  them  in  a 
position  to  bring  pressure  to  bear  on  the  owners  of  water 
gas  plants  everywhere  to  sell  out.  The  history  of  the  gas 
industry  for  the  last  dozen  years  shows  that  those  inter- 
ested in  the  Standard  Oil  Company  were  quick  to  take 

*  It  IB  tme  thai,  during  the  yean  of  ooufliot,  the  oompaniea  in  which  Hr. 
Addicks  was  interested  honght  Uieir  naphtha,  for  the  most  part,  from  another 
oil  company.  It  was  probably  this  demand  alone  that  kept  that  company 
going.  It  is  perhaps  needless  to  suggest  that  the  diffionlties  of  proenring 
naphtha  placed  the  Addicks  companies  at  a  disadTsntage. 
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advantage  of  the  situation.  One  by  one,  many  of  the 
larger  gas  companies  of  the  country  have  passed  into 
the  control  of  persons  closely  connected  with  the  oil 
monopoly. 

It  would  be  strange  if  this  freezing-out  process  had  not 
at  certain  points  met  with  violent  and  bitter  opposition. 
One  of  the  most  severe  struggles  of  this  kind  took  place 
in  Brooklyn,  New  York.  For  months  before  the  period 
of  which  I  am  now  writing,  a  desperate  gas  fight  had 
been  going  on  there  with  the  interests  represented  by  Mr. 
Addicks  of  the  Bay  State  Companies.  The  same  parties 
were  in  conflict  in  Buffalo ;  and  Mr.  Addicks  had  just 
retired  from  still  another  field,  Chicago,  very  much  richer 
than  when  he  went  in.  Such  conflicts  never  fail  to  en- 
gender keen  business  and  personal  animosities.  To  one 
conversant  with  the  business  methods  of  the  Standard  Oil 
magnates,  it  need  scarcely  be  said  that,  if  occasion  offered, 
they  would  not  be  slow  to  strike  a  blow  at  Mr.  Addicks, 
and  notably  in  his  stronghold,  Boston,*  where  circum- 
stances were  fast  making  his  position  untenable  even 
without  such  a  direct  attack. 

The  special  report  presented  by  the  Gas  Commission, 
March,  1892,  declaring  that  gas  could  be  furnished  in 
Boston  proper  for  91  per  1,000  feet  at  a  profit,  not  only 
called  attention  to  the  richness  of  the  field,  but  also 
furnished  the  basis  for  increasing  public  hostility  against 
the  Bay  State  interests,  and  opened  the  way  for  attacks 
from  various  sources.  The  first  persons  to  take  advantage 
of  this  situation  were  the  large  consumers,  mainly  hotel 
keepers,  who  had  been  deprived  in  1891  and  1892  of 
the  special  discounts  to  which  they  had  become  accus- 
tomed. These  formed  an  association,  and  raised  funds 
to  pay  counsel  to  prosecute  a  petition  before  the  Gas 
Commission  for  dollar  gas.  This  petition  was  presented 
on  June  4,  1892;  but  after  several  public  hearings  the 

*Cf.  Invtstiffotions  (/1893,  pp.  314  and  365. 
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case  was  compromised.  The  company  agreed :  (1)  to  fur* 
nish  gas  of  25  candle  power;  (2)  to  sell  to  large  consumers 
for  91.20  per  1,000  feet  for  illuminating  purposes ;  and, 
finally,  (8)  to  furnish  to  all  consumers,  through  an  inde- 
pendent, rent-free  meter,  gas  for  other  than  illuminating 
purposes  at  $1  per  1,000  feet,* 

The  vigorous  and  aggressive  young  mayor  did  not  ap- 
pear publicly  in  the  straggle  until  the  beginning  of  his 
third  term  and  the  meeting  of  the  legislature,  early  in 
January,  1898.  But  as  early  as  June,  1892,  the  Boston 
PoBt^  at  that  time  a  leading  Democratic  paper  of  New 
England  and  the  recognized  organ  of  the  city  administra- 
tion, began  a  violent  and  persistent  attack  on  the  Bay 
State  Gas  interests.  The  two  chief  cries  were,  ^^Down 
with  the  Gas  Trust  I"  and  ''Give  us  dollar  gas."  The 
mayor  in  his  inaugural  address,  January  2,  1898,  gave 
first  place  to  public  lighting;  recommended  a  reduction 
of  165,000  in  the  annual  appropriation  for  the  lamp 
department;  and,  to  use  his  own  words,  gave  notice 
*^that  the  gas  companies  must  come  down.'^f  The 
demand  was  abrupt;  and  the  mayor  testified  later  that 
he  had  conferred  neither  with  the  old  company  nor 
with  any  prospective  competitor,  and  indeed  had  not 
previously  given  thought  to  the  gas  situation.  This 
neglect  is  difficult  to  understand,  in  view  of  his  two  years 
of  public  service  and  of  the  constant  discussions  in  the 
newspapers  and  in  the  Gas  Commission  reports.  At  all 
events,  not  till  after  this  first  move,  did  he  make  any 
attempt  to  consult  with  the  gas  companies.  On  January 
27  he  made  a  request  to  see  the  president  of  the  gas 
company,  t  A  subordinate  who  came  to  see  him  (the 
president  being  absent  from  the  city)  was  informed  that 
the  mayor  wished  to  confer  with  the  president,  if  he  was 
prepared  to  make  a  reduction  in  the  price  of  gas;  other- 

*  Eighth  Anmal  B^itort  qftheOaa  Commiuion  (1893),  pp.  13, 14. 
\Invutigati(m  of  1803,  p.  384.  %  Ibid.,  p.  360. 
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wise,  ^'  he  need  not  come."  This  ended  all  attempts  to 
come  to  terms  with  the  Bay  State  interests.  On  January 
81  the  reduced  appropriations  passed  the  councils,  and  in 
due  time  received  the  approval  of  the  mayor. 

From  that  time  the  fight  for  dollar  gas  to  private  con- 
sumers, with  a  great  reduction  in  price  for  the  public 
lighting,  was  recognized  as  the  mayor's  fight.  On  January 
80  he  sent  an  official  petition  to  the  legislature.  In  this 
he  set  forth  that  Boston  paid  more  for  its  public  lighting 
than  any  other  large  city  in  the  country ;  that  it  could  not 
charge  rent  for  the  use  of  the  streets,  nor  collect  proper 
damages  for  injuries  to  the  streets  nor  adequate  taxes 
upon  the  capital  of  the  companies ;  and  that  by  the  mu- 
nicipal lighting  act  of  1891  the  city  was  deprived  of  the 
right  to  construct  its  own  lighting  plants,  and,  in  general, 
that  under  existing  laws  the  city  could  not  obtain  light 
at  reasonable  prices.  He  prayed  relief  from  each  and  all 
of  these  evils,  and  presented  seven  separate  bills  designed 
to  remedy  them.  These  and  many  similar  bills,  some  of 
which  bore  the  name  of  the  mayor  and  some  not,  were 
energetically  pushed  by  him  and  his  friends  throughout 
the  session,  until  the  desired  end  was  accomplished. 

To  leave  no  stone  unturned,  the  mayor,  on  February  8, 
filed  three  separate  petitions  with  the  Gas  Commission. 
The  first  set  forth  that  the  Bay  State  Company  sold  gas  to 
the  companies  under  its  control  at  an  unreasonably  high 
price,  and  asked  the  board  to  order  the  price  reduced. 
The  second  stated  that  all  the  companies  in  the  Bay  State 
group  were  virtually  one  company,  and  asked  the  board, 
on  the  strength  of  its  own  findings  in  the  special  report  of 
1892,  to  order  the  price  of  gas  of  all  these  companies  re- 
duced to  91  for  private  consumers,  and  80  cents  for  the 
city  of  Boston.  The  third  asked,  separately,  that  the 
Boston  Company  be  ordered  to  sell  gas  to  the  city  at  80 
cents,  and  to  private  consumers  at  $1. 

The  requests  for  a  reduction  of  price  for  gas  for  public 
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lighting  in  the  case  of  all  the  companies  was  afterwards 
waived  by  the  petitioners  and  not  considered  by  the  board. 
Separate  hearings  were  held  on  the  petitions  against  the 
Boston  Company.  But  little  new  evidence  was  offered  in 
either  case,  the  petitioners  resting  their  claim  and  arguing 
their  case  almost  entirely  on  the  basis  of  the  facts  and 
conclosions  of  the  report  of  1892.  In  regard  to  the  case 
of  the  Boston  Company  the  commission  remarks,*  ^^at 
the  hearings  an  effort  was  made  by  the  company  to  con- 
trol in  some  measure  the  facts  and  conclusions  of  the  re- 
port, but,  in  the  opinion  of  the  board,  without  success," 
and  adds  that  later  reports  of  the  company  made  to  the 
board  ^^  give  no  reason  for  a  modification  of  the  conclu- 
sions of  that  report." 

On  February  14  the  board  voted  to  advertise  the 
necessary  hearings  on  the  petitions  against  the  Boston 
Company  for  March  7.  The  hearings  were  begun  on  that 
day,  and  by  agreement  of  counsel,  continued  until  March 
21 ;  and  then,  not  being  completed,  they  were  still  further 
continued  until  the  23d,  when  they  were  closed.  The 
board  then  took  the  case  under  advisement,  and  on 
Saturday,  the  15th  of  April,  near  the  close  of  office  hours, 
voted  to  recommend  that  after  May  1,  1898,  the  price 
charged  by  the  Boston  Company  be  not  more  than  tlf 
per  1,000  feet,  net.  The  following  Monday  morning,  be- 
fore notice  to  the  company,  but  after  the  decision  had  in 
some  way  become  known  to  the  public,  upon  its  own  ini- 
tiative the  board  reopened  the  case,  and  amended  this 
vote  by  striking  out  the  word  net.  Neither  the  reasons 
for  the  adjournment  of  the  hearing  from  March  21  to 
March  28  nor  for  amending  this  vote  are  matters  of  rec- 

•NinOi  Aimaal  Beport  (1884),  p.  12. 

tThis  Noommendfttioii  was  fumoaSlj  aooepted  hj  the  oompany  April  22 ; 
and  Boston  had  doDar  gas,  hnt  no  peace.  The  oases  of  the  minoir  companies 
were  not  decided  until  Jane  6,  when  the  ontoome  of  the  main  agitation  was 
reasonahly  certain*  The  oommissbn  reduced  the  price  for  the  Roxboky  Com- 
pany to  $1.20  and  for  ihe  Dorchester  and  Sonth  Boston  Companies  to  $1.30  per 
1,000  feet,  net,  after  July  1, 1893. 
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ord.  It  goes  without  saying  that  the  amended  vote  was 
less  favorable  to  the  company  than  the  original  one.  On 
Febraary  8,  the  corporation  counsel  of  Boston  had  ad- 
dressed a  request  to  the  commission  for  an  early  hearing 
on  the  mayor's  petitions.  The  fact  that  no  action  was 
taken  on  the  petitions  until  eleven  days  after  they  were 
filed,  that  the  commission  gave  three  weeks'  notice  of  the 
hearings  instead  of  the  minimum  notice  of  two  weeks, 
and  that,  in  all,  it  took  about  ten  weeks  to  dispose  of  this 
important  case,  was  made  the  occasion  of  violent  and 
bitter  attacks,  not  only  on  the  integrity  of  the  members 
of  the  board,  but  even  on  the  very  life  of  the  commission 
itself. 

In  fact,  before  this  time  the  agitation  had  become  so 
powerful  as  to  afPect  the  most  conservative  elements  of 
the  community,  and,  notably,  the  most  staid  of  the  news- 
papers, which  declared  that  the  Gas  Commission,  having 
all  the  facts  in  its  possession,  was  delaying  matters  volun- 
tarily. But,  in  spite  of  the  agitation,  the  commission  could 
not  order  a  reduction  of  price  except  on  petition ;  and  this 
was  the  first  petition  of  the  kind  it  had  had  an  opportu- 
nity to  act  upon.  Furthermore,  it  could  not,  as  the  public 
was  made  to  believe,  even  upon  petition  order  a  reduc- 
tion in  price  upon  the  basis  of  its  own  ex  parte  findings 
in  the  special  report  of  the  year  before.  The  law  re- 
quired that  the  company  be  given  an  opportunity  to  be 
heard.  The  time  taken  to  try  and  to  dispose  of  a  case  of 
this  magnitude  was  not  excessive,  nor  would  it  have  been 
so  considered  in  any  ordinary  condition  of  the  public 
mind. 

But,  even  before  the  petitions  had  been  filed  with  the 
commission,  the  main  fight  had  been  transferred  to  the 
legislature.  All  sorts  of  bills  hostile  to  the  companies 
had  been  introduced,  including  a  bill  for  the  forfeiture 
of  the  charters  of  all  the  Bay  State  Companies,  unless 
they  cut  themselves  off  entirely  within  six  months  from 
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any  connection  with  extra-state  corporations*  Several  of 
these  bills  were  well  adyanced,  and  public  hearings  on  at 
least  eight  of  the  major's  bills  were  announced  before 
March  14. 

Major  Matthews,  however,  had  no  intention  of  stop- 
ping with  appeals  to  the  legislature  and  the  Gas  Com- 
mission. Earlj  in  Februarj,  while  his  petitions  before 
both  these  bodies  were  still  pending,  he  entered  into 
negotiations  with  the  president  of  the  Brookline  Gom- 
panj  with  a  view  to  persuading  him  to  compete  with  the 
Baj  State  Companies,  on  the  basis  of  $1  per  1,000  feet  to 
private  consumers,  and  a  figure  not  specificallj  discussed, 
but  lower  than  this,  for  the  public  lighting.  The  will- 
ingness of  his  companj  to  compete  on  this  basis  was 
signified,  provided  that  the  citj  were  districted  for  the 
purpose  in  a  waj  advantageous  to  the  companj;  and  it 
was  stated  that  one  of  the  magnates  of  the  Standard  Oil 
Companj  was  readj  to  back  the  Brookline  Companj  in 
such  an  enterprise.* 

On  Februarj  13  advertisements  for  the  public  lighting 
of  Boston  were  published  in  both  the  New  York  and  the 
Boston  papers.  Bidders  were  "requested  to  state  the 
price  per  thousand  cubic  feet  at  which  thej  will  furnish 
gas  to  others  than  the  citj.''      The  exact  boundaries 

*It  is  impoHible  to  say  at  just  what  date  the  Standard  Oil  interests 
acquired  control  of  this  company.  On  Jane  30, 1892,  fiye-sixUis  of  the  stock 
was  held  in  Massachnsetts ;  while  one  year  later  four-fifths  of  it  was  held 
outside  the  State.  Negrotiations  for  the  control  began  on  January  13, 1898,  by 
an  offer  to  retain  the  president  of  the  company  in  office  at  an  increase  of  50 
per  cent,  in  salary,  without  asking  anything  from  him  in  return.  On  February 
13  it  was  rumored  that  the  control  had  actually  passed.  On  the  26th  the  Stand- 
ard Oil  people  appeared  at  the  conference  with  the  mayor,  as  chief  owners. 
The  transfer  books  show  that  on  April  28  Mr.  H.  H.  Rogers  and  three  of  his 
friends  owned  4,574  out  of  a  total  of  7,500  shares.  Of  course,  they  may  have 
controlled  the  situation  much  earlier  by  options  on  the  stock.  Some  yeazs 
before,  the  stock  of  this  company  had  been  offered  to  Mr.  Addicks  en  Uoc  at 
$115  per  share.  The  new  owners  bought  it  piecemeal,  at  $116,  for  the  spedfio 
purposes  of  the  contest. 

For  the  methods  and  motiyes  of  the  different  parties  for  entering  upon  and 
bringing  about  this  competition,  see  Investigation  qf  1893,  pp.  312,  324,  36d-^365» 
377,  419,  and  428,  and  Appendix,  p.  145. 
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suggested  by  the  president  of  the  Brookline  Company 
were  not  followed,  but  bids  for  each  of  nine  separate 
districts  bounded  by  arbitraiy  lines  were  called  for. 
Two  of  the  districts  covered  the  territory  of  the  Boston 
Company,  while  four  more  consisted  for  the  most  part  of 
regions  served  by  the  minor  companies  of  the  Bay  State 
group.  One  district  (number  6)  consisted  wholly  of 
Brighton,  served  exclusively  by  the  Brookline  Com- 
pany. This  division  into  districts  made  it  possible  for 
the  Brookline  Company  to  bring  in  all  the  evils  and  reap 
any  possible  benefits  from  competition,  without  going  to 
the  expense  and  incurring  the  risk  of  piping  the  whole 
city.  The  Brookline  Company,  as  a  matter  .of  fact,  put 
in  bids  for  the  Brighton  District  at  $1.25  per  1,000  feet 
for  public  use  and  91.50  per  1,000  feet  to  private  con- 
sumers ;  and  for  districts  numbered  2  and  8,  city  proper, 
south  part,  and  the  Roxbury  District  (consisting  of  the 
richer  portions  of  the  territory  served  by  the  Roxbury 
Company),  the  prices  were:  for  the  city,  70  cents  per 
1,000  feet;  and  for  private  consumers,  91*  While  not 
putting  in  formal  bids  for  other  districts,  the  company 
gave  notice,  with  its  bids,  that,  if  the  city  wished,  it 
would  include  at  the  rates  of  70  cents  and  $1  (as  soon 
as  pipes  could  be  laid)  all  the  territory  served  by  the  Bay 
State  Companies  with  the  exception  of  a  district  made 
up  of  the  poorer  portions  of  the  territory  of  the  Roxbury 
Company  and  of  the  territory  served  by  the  little  Jamaica 
Plain  Company.  No  reference  was  made  in  the  bidn  to 
districts  numbered  7  and  9,  consisting  entirely  of  East 
Boston  and  Charlestown,  since  nature  had  made  these 
districts  difficult  of  access  for  the  Brookline  Company. 

The  companies  in  the  Bay  State  group  put  in  separate 
bids,  but  only  as  a  matter  of  form  *  and  as  a  basis  for 

*  It  IB  pzolMible  tliAt  these  compamee  would  haTe  pnt  in  larioiis  bids  at 
Tednoed  prices,  eren  at  a  great  saorifioe,  had  they  not  been  advised  that  they 
could  keep  all  competing  companies  oat  by  existing  legal  means.  As  will  be 
shown  later,  after  ezhausting  erery  possible  legal  resonroe,  they  had  to  sabmit 
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fatore  argument ;  for  they  ignored  entirely  the  districts 
as  marked  out  in  the  advertisements,  making  the  bid  of 
eaoh  company  coyer  the  territory  abready  supplied  by 
it,  and  made  no  reference  to  anything  but  public  light- 
ing. With  each  bid  they  gave  an  alternative  by  which 
the  company  should  assume  entire  charge  of  caring  for, 
lighting,  and  extinguishing  the  public  lamps.  This 
would  have  enabled  the  city  virtually  to  abolish  its 
lamp  department,  which  cost  the  city  at  that  time 
about  f50,000  annually*  Mayor  Matthews  admitted* 
that  this  department  cost  Boston  more  than  twice  as 
much  per  lamp  as  other  cities  paid  private  corporations 
to  do  the  same  work,  and  that  Boston  was  about  the  only 
large  city  that  did  the  work  under  public  direction.  But 
he  defended  the  maintenance  of  the  department  on  ad- 
ministrative grounds,  irrespective  of  expense,  and  was 
publicly  charged  f  with  maintaining  it  at  the  expense  of 
the  city,  ^^to  save  for  himself  one  hundred  thirty  odd 
political  votes.*' 

The  bids  were  opened  on  Friday,  the  24th  of  February. 
The  contracts  with  the  Brookline  Company  were  drawn 
the  next  day,  and  on  Sunday,  the  26th,  submitted  to  the 
mayor.  Not  satisfied  with  the  surplus  earnings  clause,  he 
asked  for  and  obtained  a  conference  |  the  same  evening 
with  the  representatives  of  the  company.  The  terms  of 
the  contract  were  agreed  upon  at  this  conference,  and  the 
contracts  signed  the  following  day,  February  27, 1898. 

The  contract  covered  only  the  three  districts  for  which 

to  the  eompetition  of  the  Brookline  Company.  The  area  of  competition  oon- 
stantly  spread,  nntil  in  Jnne,  1886,  the  Brookline  Company  sapplied  gas  in 
every  part  of  Boston  ezoept  East  Boston,  Charlestown,  and  Jamaica  Plain. 

*  LtoetHffOtion  <if  189S,  p.  394.  t  Ihid.,  p.  342. 

t  Aooording  to  ihe  testimony  of  the  mayor,  he  first  oonsnlted  with  repre- 
sentatiyes  of  the  Standard  Oil  interests  in  regard  to  gas  matters  at  this  meeting, 
where  they  appeared  as  aetnal  owners  of  the  Brookline  Company.  Cironm- 
stances  would  seem  to  indicate  that  he  counted  on  their  support  at  a  much 
earlier  date,  although  he  may  not  have  consulted  them  pezsonally.  Lwettiga- 
tionqflSOS,  p.  362. 
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the  company  put  in  formal  bids, —  namely,  Brighton  (non- 
competitiye),  city  proper  (sooth  part),  and  the  Roxbury 
District, —  and  at  the  respective  prices  named  in  the  bids. 
The  term  of  the  contract  was  fixed  at  three  years  from 
Jnly  2,  1898  (subject  to  annual  appropriations);  but  it 
was  to  continue  at  the  same  prices,  at  the  option  of  the 
city,  until  abrogated  by  the  written  notice  of  the  superin- 
tendent of  streets,  with  the  approval  of  the  mayor.  The 
company  agreed  to  connect  its  pipes  with  the  existing 
public  lamps  without  expense  to  the  city.  The  contract 
forbade  the  company  to  disturb  any  asphalt,  stone,  or 
brick  pavement  with  concrete  foundations,  and  bound  it 
to  make  all  needed  repairs  on  streets  within  a  year  after 
opening  them,  provided  that  the  defects,  in  the  opinion  of 
the  superintendent  of  streets,  were  due  to  the  action  of 
the  company.  The  expense  of  laying  and  keeping  in 
repair  any  additional  service  pipes  fell  upon  the  city. 
The  city  had  also  to  bear  half  the  expense  of  removing 
and  cleaning  the  burners  once  a  year. 

This  is  probably  the  first  American  contract  for  public 
lighting  which  binds  the  company  to  fixed  prices  to 
private  consumers.  It  is  also  one  of  the  first  contracts 
under  which  gas  sold  to  the  city  by  meter  for  purposes 
other  than  street  lamps  is  charged  at  as  low  a  price  as 
the  gas  for  street  lamps.  Before  this  Boston  had  paid 
annually  from  930,000  to  840,000  per  year  for  gas  for 
public  buildings  at  the  rates  paid  by  private  consumers. 
The  mayor  took  great  pride  in  both  these  provisions.  It 
was,  however,  article  14  of  the  contract  for  which  he 
took  the  greatest  credit.  This  provided  that  the  com- 
pany should  pay  to  the  city  each  year  one-half  of  its  net 
earnings  "  after  paying  an  annual  profit  of  8  per  cent,  on 
the  actual  money  invested  in  that  year  in  iti  ga$  plants* 
which  amount  at  present  is  taken  to  be  one  million  dol« 
lars,  provided  that  said  profits  shall  be  reckoned  as  cumu- 
lative from  the  date  hereof."     The  article  is  vaguely 

*  Th«  italiot  AM  not  m  tlie  origiiial. 
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phrased,  and  is  practically  meaningless,  especially  in  view 
of  the  other  conditions  of  the  contract ;  and  nothing  has 
ever  come  of  it. 

Some  figores  and  facts  in  regard  to  the  history  and 
operation  of  the  Brookline  Company  should  be  given  to 
show  the  remarkable  character  of  this  contract.  The 
company  had  recently  reduced  its  price,  and  was  selling 
66,000,000  feet  of  gas  annually  at  91.90  net  per  1,000, 
with  a  manufacturing  and  distributing  cost  (apart,  of 
course,  from  anything  for  dividends  and  interest)  of 
$1,138  per  1,000  feet.  It  supplied  a  residence  district 
so  sparsely  settled  that,  with  half  the  length  of  street 
mains  of  the  Boston  Company,  it  sold  less  than  one- 
twentieth  as  much  gas,  the  sales  per  mile  of  main  being 
in  the  one  case  880,000  feet,  in  the  other  10,406,000 
feet.  The  Brookline  Company  was  paying  7  per  cent, 
dividends  on  a  share  capital  of  $500,000,  and  carrying  a 
debt  of  $564,000  at  an  average  rate  of  about  5  per  cent, 
interest.  At  first  blush,  it  would  appear  that  the  out- 
come of  a  struggle  between  such  a  company  and  as  strong 
a  combination  as  that  controlled  by  Mr.  Addicks  could 
not  be  doubtful.  But,  if  we  go  a  little  more  deeply  into 
the  character  and  motives  of  the  owners  of  the  Brookline 
Company,  the  issue  is  not  so  certain. 

The  real  significance  of  the  invasion  of  the  Boston  field 
was  brought  out  by  the  Gas  Commission  itself  in  a  deci- 
sion which,  though  made  some  months  later,  may  be 
referred  to  at  this  point.  It  was  inevitable  that  the 
contract  should  get  the  company  into  trouble  with  its 
customers,  both  public  and  private,  in  the  non-competi- 
tive part  of  its  territory.  On  the  very  day  the  contract 
was  signed  the  company  gave  notice  that  it  would  reduce 
its  prices  in  Brookline  to  the  level  charged  in  the  Brighton 
District  under  the  contract  ($1.50  for  private  consumers); 
yet  petitions  were  filed  almost  immediately  with  the  Gas 
Commission,  asking  that  prices  in  Brookline  and  Brighton 
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be  redooed  to  the  level  of  those  charged  in  Boston  proper. 
On  August  8,  1898,  the  board  fixed  $1.40  as  the  maxi- 
mum net  price  to  be  charged  bj  the  company  in  any  por- 
tion of  its  territory.  It  found,  among  other  things,  that 
the  cost  of  the  company  for  management  and  leakage 
was  high,  and  that  it  ^^had  apparently  been  burdened 
through  a  considerable  portion*  of  its  history  by  a  lack 
of  economy  in  its  management."  $1  per  1,000  feet  was 
declared  to  be  less  than  actual  cost,  leaving  nothing  for 
dividends  and  interest.  On  the  question  whether  the 
Boston  contract  gave  evidence  that  the  company  could 
sell  gas  profitably  at  any  such  price,  the  commission  re- 
marked that  ^^  it  is  well  understood  that,  in  the  manage- 
ment of  corporate  enterprises  at  the  present  day,  profits 
are  often  made  by  parties  interested  in  other  ways  than 
directly,  by  the  sale  of  their  products  in  the  open  market" ; 
and,  again,  that  ^*  the  only  fair  inference  to  be  drawn  from 
the  position  of  this  company  in  this  contract  in  respect 
to  price  is  simply  that  the  shareholders,  or  a  majority  of 
them,  are  willing  to  enter  upon  an  experiment  which  they 
expect  will,  in  some  way,  that  will  not  appear  on  the  face 
of  the  transaction,  indirectly  become  profitable  to  them."  * 
Could  the  commission  have  made  it  clearer  that,  in  its 
opinion,  the  object  of  the  Brookline  Company  was  not  to 
make  money  by  selling  gas,  but  to  gobble  up  the  Bay 
State  Companies  ? 

The  very  day  the  contract  with  the  Brookline  Com- 
pany was  signed  the  mayor  sent  a  special  message,!  with 
a  copy  of  the  contract,  to  the  council,  stating  that  the 
necessary  permits  to  open  the  streets  had  already  been 
given  to  the  Brookline  Company.  The  message  began 
with  the  statement  that  ^^the  desire  f  of  the  people  for 

*T1ik  deoinon  mm  noAesnA  after  the  legial*tim  had  adjonnwd,  and  the 
public  agitation  had  oeaaed.    Ninth  Anmal  B^port,  pip.  29,  dO. 

t  Botion  CU^  Document  No.  65, 1893. 

t  The  people  of  Boetoa  may  haTB  been  consumed  hj  a  deaiie  for  dollar  gaa, 
bnt  their  deaire  had  ne?er  been  ardent  enooffh  to  induce  them  to  paah  *  petir 
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dollar  gas  is  about  to  be  realized,  at  least  so  far  as  certain 
sections  of  the  city  are  concerned,"  and  went  on  to  state 
that  the  signing  of  this  contract  was  conclusive  evidence 
that  the  other  companies  could  furnish  gas  at  the  same 
prices  with  a  profit.  It  demanded  that  the  Gas  Commis- 
sion no  longer  hesitate  to  order  reductions  elsewhere,  and 
closed  with  the  warning  that  the  possibility  of  getting  as 
good  terms  from  the  other  companies  ^*  will  depend  largely 
upon  the  support  given  by  the  public  to  the  lamp  depart* 
ment  and  the  mayor."  The  activity  of  the  mayor  was 
marvellous.  Within  a  period  of  about  a  week  he  argued 
the  petition  against  the  Boston  Company  before  the  Gas 
Commission;  made  another  argument  before  the  same 
board  in  opposition  to  the  appeal  of  the  Boston  Company, 
against  the  right  of  the  Brookline  Company  to  lay  pipes 
in  Boston  without  the  consent  of  the  board  of  aldermen ; 
and  had  an  order  passed  through  the  House  of  Representa- 
tives, on  March  28,  for  a  thorough  investigation  of  the 
whole  history,  life,  and  relations  of  all  the  Bay  State  com- 
panies by  a  special  committee  of  the  House. 

This  investigation,  although  nominally  under  the  au- 
spices of  the  legislature,  was  in  reality  a  move  on  the  part 
of  the  mayor  of  Boston.  He  alone,  therefore,  unless  the 
thing  were  to  become  a  farce,  had  to  raise  the  money 
necessary  to  pay  counsel  and  expert  witnesses,  and  to  de- 
fray many  incidental  expenses.  On  April  8,  two  days 
before  the  investigation  began,  the  board  of  aldermen,  by 
a  vote  of  9  to  8,  refused  to  concur  in  a  vote  of  the  com- 
mon council  appropriating  public  money  to  pay  the  ex- 
penses of  this  *^  prosecution."  *  The  next  day  the  mayor 
asked  Mr.   George  Fred   Williams — one  of  the  party 

tkm  for  that  pnipoae  btf  on  the  Gm  Gomminioii,  whiek  (dopriTod  of  the  right 
of  iniiaatiTB  in  snoh  etjum)  had  fuU  powar,  after  raoh  a  petition,  to  ptoonve 
dollar  gaa,  and  whioh  had  oomndtted  itMlf  on  the  point  neariy  a  year  before. 

*Ma7or  Matthews  has  always  insisted  that,  in  essenoe,  this  was  not  an 
**  investigation,"  bat  a  "proseontion"  of  the  Bay  State  Company  for  the 
f  orf tttnxe  of  its  eharter. 
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leaders  referred  to  in  the  begioning  of  this  article  —  to  act 
as  voluntary  counsel  without  any  guarantee  of  pay.  The 
mayor  (although  summoned  as  one  of  the  chief  witnesses 
by  the  companies)  acted  as  chief  counsel  for  the  prosecu- 
tion ;  while  Mr.  Williams,  yielding  to  his  entreaties,  acted 
as  junior  counsel.  Mr.  Williams  stated  to  the  committee 
that  he  acted  witiiout  any  assurance  of  pay,  but  that  he  ex- 
pected compensation  from  the  city.  It  was  repeatedly 
said  during  the  inyestigation  that  interested  parties  would 
meet  the  whole  expense  of  the  investigation,  so  far  as  the 
city  failed  to  appropriate  money  for  the  purpose.* 

This  investigation  occupied  the  chief  place  in  the 
public  press  and  in  the  public  mind  from  April  5  to 
May  28,  when  the  report  was  made.  The  committee, 
which  had  all  the  powers  of  the  legislature  to  compel 
the  attendance  of  witnesses  and  the  production  of  books 
and  papers,  made  the  most  thorough  legislative  investiga- 
tion ever  made  in  America  into  any  industrial  enterprise. 
I  account  for  this  from  the  fact  that  so  much  accurate 
scientific  material  was  on  record  with  the  gas  commis- 
sioners that  any  attempt  to  conceal  anything  else  would 
have  been  useless,  even  though  successful.  The  com- 
mittee is  supposed  to  have  got  at  the  intimate  history  of 
all  the  extra-Massachusetts  Bay  State  enterprises  with  a 
single  exception ;  namely,  the  history  of  the  Beacon  Con- 
struction Company.  For  some  reason  the  representatives 
of  the  companies,  while  voluntarily  furnishing  apparently 
everything  else  desired,  persistently  refused  to  reveal  the 
doings  of  this  company,  which  built  the  works  of  the  Bay 
State  Company  in  Boston. 

The  method  of  conducting  the  investigation  was,  for  a 
legislative  committee,  very  formal,  though,  of  necessity, 

*Gf.  Ifwettigadon  qf  1883,  p.  314.  It  appeus,  liowever,  ihAt  on  May  19, 
1398,  Mr.  WilliamB,  in  die  name  of  his  law  firm,  drew  from  the  dty  treaniry 
for  ternoes  and  ezpeoBes  in  this  case  $5,206.96.  I  have  been  nnable  to  find 
a  reeord  of  any  appropriation  for  this  purpose ;  nor  do  I  know  on  what  author- 
ity the  money  was  paid,  or  against  what  fund  it  was  eharg^* 
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it  lacked  the  rigidity  of  strictly  judicial  procedure.  The 
companies  undertook  to  introduce  but  little  evidenccy  rest- 
ing their  case  rather  on  the  supposed  legality  of  the  facts 
produced  by  the  other  side.  The  ^*  prosecution  "  had  to 
depend  largely  on  the  official  information  in  the  hands 
of  the  Gas  Commission.  When  either  side  wanted  to 
introduce  anything  in  eyidence,  it  got  it  before  a  public 
session  of  the  committee  and  into  the  hands  of  the 
reporters  before  the  committee  decided  on  its  admissi- 
bility. The  question  of  whether  or  not  it  was  admitted 
as  eyidence  after  that  was  unimportant,  since  the  final 
issue  here  depended  on  popular  opinion  as  expressed  by 
the  legislature.  The  committee  itself  was  influenced  quite 
as  much  by  what  was  ruled  out  as  by  what  was  admitted. 
In  addition  to  the  report  of  the  committee,  which,  together 
with  the  testimony,  made  a  printed  volume  of  more  than 
one  thousand  pages,  Mayor  Matthews  published  a  large 
pamphlet  of  the  proceedings  before  the  committee,  consist- 
ing largely  of  matter  excluded  by  the  committee. 

The  most  hotly  contested  point,  and  the  one  of  the  most 
far-reaching  consequence,  was  whether  or  not  the  sworn 
returns  of  the  companies  in  possession  of  the  Gas  Com- 
mission were  public  records,  and  consequently  open  to  the 
public.  There  was  no  question  of  the  right  of  the  com- 
mittee and  counsel,  on  both  sides,  to  have  the  information 
contained  in  these  returns ;  but  the  commission,  in  accord- 
ance with  the  opinion  of  the  attorney-general,  had  always 
considered  these  reports  as  containing  the  business  secrets 
of  the  companies,  which  were  given  to  the  commission  to 
enable  it  to  perform  its  official  duty,  and  had  not  opened 
the  individual  returns  indiscriminately  to  the  public. 
Counsel  for  the  prosecution  declared  the  returns  public 
records,  and  from  the  beginning  evinced  a  determination 
to  place  them  at  the  disposal  of  the  press. 

This  divergence  of  view  produced  constant  friction 
between  counsel  aLd  the  gas  commissioners,  finally  cul- 
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minating  in  the  refusal  of  Mr.  Barker,  the  senior  member 
of  the  commission,  to  allow  Mr.  Williams  access  to  certain 
elaborate  calculations  on  the  cost  of  making  gas.  These 
calculations,  made  by  the  commissioners  themselyes  after 
the  returns  came  in  from  the  companies,  were  recorded 
on  a  page  in  the  return  especially  prepared  for  that 
purpose.  When  the  matter  came  to  an  issue,  Mr.  Barker 
remoTcd  from  a  certain  return  the  leaf  containing  these 
calculations  before  handing  the  return  oyer  to  Mr.  Will- 
iams. Mr.  Barker  was  at  once  accused  of  mutilating  a 
public  record  to  protect  the  Gas  Trust.  The  Post  had  for 
months  before  this  demanded  the  abolition  of  the  com- 
mission or  tiie  dismissal  of  the  commissioners.  All  the 
other  papers,  except  the  one  owned  by  the  gas  interests 
and  the  Joumcd  (which  published  nothing  during  all  these 
months  except-  the  speech  of  the  counsel  for  the  company 
in  full,  at  advertising  rates),  joined  now  in  the  attack  on 
the  commission.  So  violent  were  the  attacks  that  it 
looked  for  a  time  as  if  popular  opinion  might  destroy  the 
commission.  Yet  the  charges  were  without  foundation. 
The  returns  made  to  the  commission  were  not  public 
records :  still  less  was  the  leaf  in  question.  The  essential 
fact  in  regard  to  the  Bay  State  companies  (the  existence 
of  the  obligation  for  $4,500,000)  had  been  given  to  the 
public  by  the  commission  itself;  and  its  own  special  re- 
port of  the  preceding  year  was  the  first  document  in 
which  dollar  gas  had  been  declared  to  be  possible. 

Under  all  the  circumstances,  it  was  scarcely  to  be  ex- 
pected that  the  committee  would  reach  unanimous  con- 
clusions. The  report  (presented  on  May  28)  was  signed 
by  seven  members;  while  one  minority  report  bore  six 
signatures,  and  another  a  single  name.  The  facts  as 
found  by  the  committee  were  substantially  those  given  in 
this  series  of  articles.  In  the  light  of  the  conditions  under 
which  the  investigation  was  carried  on,  it  is  remarkable 
that  no  attempt  was  made  by  the  committee  to  distort, 
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exaggerate,  or  conceal  any  important  facta.  The  ooncln- 
sions  were  that  there  had  probably  been  no  yiolation 
whateyer  of  law.  In  the  opinion  of  the  committee,  while 
the  extra-etate  capitalization  depending  on  the  Maasachu- 
aetts  companies  exceeded  the  yalae  of  the  properly  by 
from  tS^OOO^OOO  to  $6,000,000,  the  dividends  of  the  do- 
mestic corporations  did  not  amount  to  more  than  8  per 
cent  on  the  yalae  (not  the  cost)  of  the  property.  The 
report  upheld  the  legality  of  the  obligation  for  $4,600,000 
on  the  ground  that  it  was  issued  with  tiie  consent  of  all 
the  stockholders,  with  no  creditors  to  be  defrauded  and 
without  violating  any  statute.*  The  committee  was  ex- 
pressly ordered  to  report  upon  the  question  whether  or 
not  any  of  the  charters  ought  to  be  revoked.  With  the 
view  of  the  facts  and  the  law  set  forth  above,  of  course, 
it  reported  against  the  forfeiture  of  any  charter. 

The  majority  of  the  committee  made  a  few  general 
recommendations  as  to  the  power  of  the  Gas  Commission, 
the  publicity  of  its  records  and  computations,  the  future 
issue  of  securities  only  for  full  value,  and  the  like.  The 
minority  reports  made  some  similar  recommendations  of  a 
general  sort,  but  urged  specificaUy  that  the  obligation  for 
$4,600,000  be  wiped  out.  No  bills  accompanied  any  of 
the  reports. 

By  the  time  the  reports  of  the  investigating  committee 
were  submitted,  the  session  was  drawing  to  a  close.  If 
any  bills  were  to  be  put  through,  efforts  must  be  speed- 
ily concentrated.  One  introduced  by  Mr.  Lyford  (of  the 
committee)  was  rushed  through  both  houses,  with  a  narrow 
majority  in  the  Senate,  and  became  law  on  June  10.  It 
revoked  the  charter  of  the  Bay  State  Company,  unless 
it  should  cancel  the  obligation  for  $4,600,000  within  six 

•The  committee  makes  the  fdUowinr  oomment  on  tlik  point:  **It  may, 
perbape,  truly  be  eaid  that  to  giTe  tfaii  obligation  of  H,500,000  and  $450,000 
in  eaah  b j  the  Bay  State  Company,  for  ite  plant  ooeting  not  leas  than  $700,000 
to  $1,000,000,  was  a  dear  bargain,  an  nnooneoionable  trade,  a  oauiions  con- 
tract ;  but  who  thall  say  that  they  had  not  the  legal  right  to  enter  into  sniih  a 
bargain,  and  who  can  take  exception  thereto  ?  **    Report,  p.  5. 
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months  without  inonrring  new  obligations,  save  that  addi- 
tional share  capital  might  be  issued  to  such  an  amount  as 
would  not  make  the  total  liabilities  of  the  company  exceed 
the  actual  value  of  its  property,  as  judicially  determined.* 
As  previously  explained,  this  was  found  to  be  $2,000,000 ; 
and  the  company  issued  $1,600,000  of  additional  shares, 
and  cancelled  the  obligation  November  24, 1898.  It  was 
on  the  basis  of  this  new  issue  of  stock  that  the  last  batch 
of  Boston  United  Qbm  Bonds  was  put  out.  In  a  previ- 
ous article  I  stated  that  this  issue  of  bonds  amounted  to 
$1,000,000.  It  is  extremely  hard  to  follow  the  transac- 
tions of  the  extra-Massachusetts  Bay  State  Companies.  I 
have  reason  to  believe,  however,  that,  of  the  last  $2,000,- 
000  of  Boston  United  Oas  Bonds  (first  series)  issued,  but 
$700,000  (instead  of  $1,000,000,  as  previously  stated) 
were,  under  the  trust  deeds,  based  on  improvements ;  and 
the  remaining  $1,800,000  were  turned  over  to  the  holders 
of  the  obligation  for  $4,500,000  in  payment  for  the  same.f 

Thus  ended  this  remarkable  campaign  against  the  com- 
panies. The  mayor  appeared  to  be  successful  at  every 
point.  Under  his  leadership  the  price  of  gas  had  been 
made  lower  than  prevailed  in  any  other  large  American 
city ;  public  opinion  had  been  created  and  directed ;  the 
policy  of  the  State  in  regard  to  competing  gas  companies 
had  been  reversed ;  $3,000,000  of  fictitious  capitalization 
had  been  squeezed  out  of  a  great  corporation  by  legisla- 
tive fiat ;  and  the  legislature,  for  the  second  time  in  gener- 
ations, had  resorted  to  the  heroic  remedy  of  undertaking 
to  revoke  the  charter  of  an  active  corporation. 

In  a  future  article  I  shall  attempt  to  give  some  idea  of 
what  these  apparent  gains  cost  the  public. 

JOHK  H.  O&AT. 

NORTHWSSTXBir  UlOVBRSITT. 

•Chapter  474,  Aeti  of  1893.  F<v^aw  U^tii«  liilk  had  been  intradiiMd 
dnriiiff  the  Manon.  In  addition  to  the  abore  aet  relatins  to  the  Bay  State 
Company,  hot  two  other  aeti  were  paaaed;  namely,  an  nnoppoaed  amend- 
ment to  the  general  mnnieipal  lighting  aet  and  a  looal  eleetrie  lighting  aet. 

t  Compare  this  Journal  for  Ootober,  1898,  pp.  18, 27,  of  the  onnent  roinme. 
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No  previous  year  in  our  history  has  seen  such  an  in- 
crease of  the  stock  of  gold  in  the  United  States  as  that 
which  marks  1898.  Our  product  for  the  year  is  believed 
to  have  exceeded  that  of  the  richest  period  of  the  Cali- 
fornia discoveries,  our  imports  surpassed  by  50  per  cent, 
the  highest  sum  ever  before  reported  by  our  customs 
records,  and  these  enormous  receipts  were  offset  only  to 
an  unimportant  extent  by  exports.  Looking  at  the  influx 
from  abroad,  it  is  safe  to  say  that  no  commercial  nation 
has  ever  before  received  such  a  mass  of  gold  in  a  single 
twelvemonth  for  the  supply  of  its  own  requirements. 
Taking  our  mining  product  and  imports  together,  our 
total  receipts  in  1898  exceeded  even  those  of  England, 
the  great  distributing  reservoir  of  gold,  which  also  then 
reached  their  highest  point. 

Although  the  course  of  trade  which  produced  this  re- 
markable result  is  sometimes  spoken  of  as  if  it  betokened 
some  radical  change  in  our  commercial  relations,  careful 
examination  will  show  it  to  have  been  the  consequence 
of  precisely  the  same  influences  as  those  previously  at 
work  in  our  foreign  dealings.  Allowing  for  changes 
wrought  by  eighteen  years  of  rapid  national  growth,  the 
course  of  our  foreign  trade  from  the  fall  of  1896  bears 
a  strong  resemblance  to  the  wonderful  tide  ending  in 
1881,  which  established  the  permanence  of  the  specie  pay- 
ments, undertaken  with  such  doubtful  prospect  of  success 
at  the  beginning  of  1879.  In  both  cases  the  United  States 
were  able  to  command  gold  until  every  reserve  and  depos- 
itory was  overflowing. 

Still,  at  the  bottom  of  much  of  the  current  discussion 
of  financial  questions,  there  is  often  found  a  doubt,  ex- 
press or  implied,  as  to  the  ability  of  the  people  of  the 
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United  States  to  maintain  a  currency  on  the  gold  stand- 
ard. This  doubt  relates  to  something  more  than  our 
present  ability  to  hold  gold,  with  our  paper  currency  in 
the  top-heavy  condition  to  which  it  has  been  brought 
by  thirty  years  of  haphazard  legislation.  It  involves  the 
much  broader  question  whether  there  is  not  something  in 
the  economic  characteristics  or  relations  of  this  country, 
as  compared  with  the  other  great  commercial  nations, 
which  makes  it  difficult,  perhaps  impossible,  for  us  to  re- 
tain permanently  what  might  otherwise  be  regarded  as 
our  natural  proportion  of  the  world's  stock  of  money. 

It  is  hardly  surprising  that  this  doubt  should  sometimes 
spring  up.  As  no  part  of  our  financial  sjrstem  now  works 
according  to  expectation,  we  have  nearly  the  whole  of  the 
export  demand  for  gold  concentrated  upon  the  treasury. 
Any  cause  which  lowers  the  gold  balance  in  the  treasury, 
whether  it  be  an  unusual  demand  for  the  redemption  of 
notes  or  a  deficiency  of  revenue;  weakens  the  sometimes 
narrow  foundation  on  which  our  paper  currency  stands ; 
and,  as  there  is  no  provision  for  systematic  repair,  the 
possibility  of  a  suspension  of  gold  payments  by  the  gov- 
ernment instantly  comes  to  mind.  For  the  greater  part 
of  the  time,  in  the  last  eight  or  ten  years,  the  attention  of 
the  public  has  been  fixed  upon  the  treasury  balance.  Any 
movement  in  the  wrong  direction  has  been  viewed  with 
alarm,  any  demand  for  the  redemption  of  legal  tender 
notes  has  come  to  be  described  as  a  ^'  raid,"  the  export  of 
gold  has  become  an  event  of  black  significance.  The  line 
to  be  drawn  between  the  embarrassments  caused  by  reme- 
diable defects  of  system  and  those  springing  from  some 
inherent  financial  incapacity  of  the  nation,  is  not  always 
made  out  with  ease ;  and  we  can  hardly  wonder,  therefore, 
that  the  doubt  whether,  under  any  arrangement  of  the 
currency,  we  can  expect  to  hold  our  own  in  the  competi- 
tion of  international  exchanges  should  sometimes  gain 
ground.  It  is  on  the  fundamental  question  thus  pre- 
sented that  I  now  propose  to  offer  a  few  considerations. 
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The  general  adyantages  with  which  the  United  States 
enter  the  field  of  international  trade  are  manifestly  such 
as  to  raise  a  strong  presumption  in  fftvor  of  our  ability 
to  maintain  a  gold  currency,  if  we  will, —  a  presumption 
to  be  controlled,  if  at  all,  only  by  showing  the  exist- 
ence of  some  highly  exceptional  disqualifying  condition. 
We  have  a  territory  of  remarkable  productive  capacity, 
already  deyeloped  to  such  a  point  as  to  place  us  in  the 
first  rank  as  a  producing  country.  Our  people  have 
the  qualities  needed  for  the  most  effective  use  of  this 
source  of  material  wealth,  and  are  practically  free  from 
the  burdens  of  debt  and  armaments  which  fetter  the 
energies  of  most  of  our  rivals.  Our  industries  are  varied 
and  highly  organized ;  our  industrial  outfit  for  the  produc- 
tion, transportation,  and  exchange  of  goods,  is  vast  in  ex- 
tent, and  in  many  branches  of  unprecedented  excellence; 
and  our  accumulation  of  capital  has  been  extraordinary 
in  rapidity  and  amount,  as  is  evidenced,  significantly  for 
the  present  purpose,  by  the  supply  of  gold  in  our  hands, 
which,  by  the  mode  of  estimate  followed  by  the  treasury, 
must  now  largely  exceed  $900,000,000.  To  all  this  is  to 
be  added  the  fact  that  the  United  States  have  long  been 
the  first  gold-producing  country  in  the  worid,  and  that, 
if  we  now  take  the  second  place,  this  is  not  because  our 
ovm  annual  supply  has  fallen  off,  but  because  that  of 
South  Africa  has  come  into  existence. 

If  now  we  seek  for  a  possible  disqualifying  condition, 
tending  to  defeat  the  presumption  created  by  these  solid 
advantages,  original  and  acquired,  we  must  look  for  it 
either  in  the  trade  in  merchandise  carried  on  by  this 
country  with  others,  or  in  our  strictly  financial  transac- 
tions with  the  rest  of  the  world.  It  is  only  in  dealings 
of  these  two  kinds  that  we  receive  gold  or  part  with  it, 
on  any  great  scale,  and  it  is  therefore  in  one  or  the  other 
set  of  relations  thus  created  that  any  such  exceptional 
characteristic  as  is  now  sought  for  must  exist. 
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Taking  into  consideration,  first,  the  economic  character 
of  oar  exchange  of  merchandise  with  other  countries,  it  is 
clear  that,  as  regards  the  movement  of  gold,  the  position 
of  the  United  States  is  one  of  singular  advantage.  This 
fact  we  recognize  in  our  confident  moods,  but  are  inclined 
to  overlook  in  the  presence  of  any  financial  difficulty. 
Summarily  stated,  the  advantage  consists  in  this, —  that 
our  demand  for  the  goods  of  other  nations  is,  on  the  whole, 
far  less  intense  than  their  demand  for  ours.  This  is, 
doubtless,  at  variance  with  much  that  is  often  said  as  to 
our  tendency  to  over-importation;  but  the  truth  of  the 
statement  is  demonstrated  by  well-recognized  facts,  of 
which  the  history  of  1898  offers  a  convenient  illustration. 

The  crisis  of  that  year  came  on  so  late  in  the  spring 
that  the  imports  for  the  fiscal  year  ending  with  June 
show  little  trace  of  its  effects:  and  their  net  amount, 
$849,800,000,  is  one  of  the  highest  then  recorded.  Under 
the  pressure  of  the  revukion  our  imports  for  the  next 
fiscal  year,  1898-94,  fell  more  than  $211,000,000.  A  sud- 
den change  of  that  magnitude  necessarily  implies  some 
extraordinary  alteration  of  economic  conditions,  and  great 
individual  hardship  as  the  result;  but  it  also  implies  a 
wide  range  of  adjustable  demand,  previously  satisfied  by 
imported  goods.  The  nature  of  tUs  demand  is  disclosed 
by  the  classification  of  imports  in  the  treasury  returns. 
Under  Class  I.,  articles  of  food  (of  which  seven-eighths 
were  made  up  by  sugar,  tea,  coffee,  and  fruits),  there  was 
an  increase  of  imports  in  1898-94,  amounting  to  over 
$6,000,000 ;  under  Class  II.,  crude  materials  for  domestic 
industry,  there  was  a  drop  of  40  per  cent.,  or  nearly 
$90,000,000 ;  under  Class  III.,  partially  manufactured  ma- 
terial imported  for  further  manufacture,  there  was  a  fall 
of  81  per  cent.,  or  a  little  more  than  $80,000,000 ;  under 
Class  IV.,  manufactured  goods  for  consumption,  there  was 
a  fall  of  85  per  cent,  or  $51,000,000 ;  and  under  Class  V., 
luxuries,  including  silks,  laces,  tobacco,  wines,  and  liquors, 
there  was  a  fall  of  over  86  per  cent.,  or  $46,000,000. 
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These  figures  tell  a  plain  story  of  enforced  economy,  by 
which  a  great  people,  under  the  pressure  of  a  revulsion, 
changed  for  the  time  the  scale  and  the  distribution  of 
their  demands  for  consumption,  slackened  the  productive 
machinery  which  supplied  some  great  classes  of  demand, 
and  undertook  to  live  within  their  present  available  means. 
So  far  as  our  foreign  trade  was  concerned,  this  economy 
was  practised,  not,  indeed,  with  ease,  but  chiefly  by  cut- 
ting off  the  superfluities  and  the  dispensable  comforts  of 
life  and  the  material  for  their  production,  without,  how- 
ever, sacrificing  the  articles  of  necessary  consumption,  or 
even  ^*  the  free  breakfast  table."  Under  similar  pressure 
in  other  years  the  shrinkage  of  our  demand  has  followed 
a  similar  course,  marking  a  high  degree  of  control  on  our 
side  of  the  international  trade. 

If  we  look  at  the  other  side  of  the  trade,  and  ex- 
amine the  demands  made  upon  the  United  States,  we  find 
that  cotton,  breadstuffs,  cattle,  and  provisions  made  up 
two-thirds  of  our  domestic  exports  in  1898  and  nearly 
two-thirds  in  1894,  the  total  rising  from  $881,000,000  in 
the  former  year  to  $869,000,000  in  the  latter.  In  neither 
year  were  our  exports  of  these  leading  articles  at  their 
highest.  Our  cotton  crbp  fell  off  in  1898  by  more  than 
2,000,000  bales,  and  our  yield  of  wheat  feU  in  1894  by 
more  than  100,000,000  bushels.  But  the  foreign  demand 
for  these  products  is  plainly  not  a  controllable  demand  in 
the  same  sense  in  which  our  demand  for  manufactures  is 
controllable.  The  demand  for  cotton  is  as  continuous  as 
that  for  any  article  of  consumption  can  be.  Although 
our  exports  vary  with  the  abundance  of  our  crop,  the 
purchases  of  Great  Britain  in  a  long  series  of  years  show 
great  steadiness ;  and  the  United  States  still  send  to  that 
chief  customer  as  large  a  proportion  of  her  annual  supply 
as  they  did  before  the  Civil  War.  Our  cotton,  in  short, 
finds  its  market  in  bad  years  as  well  as  in  good.  It 
supplies  the  indispensable  material  for  a  vast  industry, 
which  may  indeed  flag  in  bad  times,  but  cannot  stop. 


Digitized  by  VjOOQIC 


CAN  WE  KEEP  A  GOLD  CURRENCY  819 

Our  exports  of  food,  which  are  now  seldom  below  $800,- 
000,000,  swell,  of  course,  with  any  deficiency  of  crops  in 
Europe.  The  demand  for  them  is  imperative  within  the 
limits  set  by  other  sources  of  supply,  and,  when  strength- 
ened by  the  deficiency  of  those  sources,  is  neither  to  be 
satisfied  by  a  substitute  nor  to  be  reduced  by  economy 
of  consumption.  It  may  be  said,  therefore,  of  our  great 
exports,  that  the  demand  made  upon  us  for  cotton  is  con- 
stant and  imperative,  and  that  the  demand  for  breadstuffs 
and  provisions,  though  irregular,  is  always  large  and  often 
of  remarkable  intensity. 

The  extraordinary  movement  of  gold  to  this  country 
beginning  in  1896  is  the  latest  proof  of  the  importance 
of  this  characteristic  of  the  relative  demands  of  the 
United  States  and  of  the  other  leading  commercial  na- 
tions. Illustrations  to  the  same  effect,  however,  can 
easily  be  found  in  the  statistics  of  our  foreign  trade,  all 
going  to  show  that,  while,  like  any  rapidly  developing 
nation,  we  often  by  large  imports  strain  our  ability  to 
pay,  any  severe  pinch  finds  us  able  to  forego  a  large 
amount  of  purchases, — which,  after  all,  are  not  for  the 
supply  of  imperative  wants, —  and  thus  to  check  the  out- 
fiow  of  gold ;  and  that,  on  the  other  hand,  the  urgent  de- 
mands made  upon  us  frequently  turn  the  current  of  gold 
in  our  direction  with  amazing  force.  That  these  urgent 
demands  are  irregular  is  an  undeniable  drawback  to  the 
advantage  which  we  enjoy.  Our  command  of  the  situa- 
tion, which  is  now  intermittent,  might  no  doubt  be  con- 
stant, and  the  change  in  the  volume  of  our  trade  less 
serious,  if  the  need  for  our  products  were  always  felt  at 
its  maximum  by  our  chief  customers.  This  irregularity, 
however,  is  the  condition  annexed  to  the  enjoyment  of  a 
resource  which  has  no  parallel  in  the  commerce  of  the 
world.*    How  &r  it  can  be  thought  to  place  us  at  a  disad- 

*  The  extent  of  the  irfe^rQlarity  may  be  seen  by  the  f oUowing  statement  of 
the  peroentage  latio  of  the  annual  export  of  bieadatnffii,  pTOTisione,  and  food 
animalii  oompaied  with  the  mean  for  the  last  ten  yean :  — 
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vanti^e  compared  with  other  countries  as  regards  ability 
to  retain  a  gold  currency  will  be  seen  more  plainly  when 
we  come  to  consider  the  actual  movements  of  gold  to  and 
from  the  leading  nations  respectively.  For  the  present  it 
is  enough  to  point  out  the  strong  probability  that  a  trade 
in  which  we  buy  for  the  satisfaction  of  our  own  secondary 
wants  and  sell  chiefly  to  supply  the  primary  needs  of 
others,  whether  the  course  of  this  trade  be  uniform  or  not, 
gives  us  a  position  of  exceptional  advantage.  It  is  at  any 
rate  certain  that  it  presents  no  reason  for  concluding  that 
the  United  States  have  any  peculiar  incapacity  for  retain- 
ing gold. 

Tumio^  now  to  the  other  quarter  in  which  any  dis- 
qualifying condition  for  maintaining  a  gold  currency 
must  be  sought,-^  the  strictly  financial  relations  of  this 
country  with  otheA'8,-*we  have  to  deal  with  a  state  of 
thinga  fsr  more  complex  than  that  already  considered, 
in  which  misconception  is  far  easier.  Extraordinaiy 
rapidity  of  de*  lopment  and  the  possession  of  resources 
which  offer  a  >ast  field  for  investment  have  made  the 
United  States  the  greatest  borrower  in  the  modem  world. 
In  saying  this  of  our  people  as  a  community^  the  word 
^*  borrow  "  is  used  in  a  wide  sense,  to  include  all  the  forms 
in  which  foreign  capital  is  employed  within  our  limits  in 
uses  to  which  domestic  capital  must  otherwise  have  been 
applied.  Whatever  form  the  evidence  of  the  transaction 
may  assume,  whether  it  be  found  in  national.  State,  oor- 
poration,  or  individual  indebtedness,  in  the  bonds  or  in 
the  stocks  of  railways  or  industrial  enterprises,  or  in  the 
private  ownership  of  manufacturing  establishments, —  in 
all  these  cases  and  under  many  other  disguises,  the  people 
of  the  United  States  as  a  whole  are  employing  foreign 
capital  in  the  support  of  their  general  system  of  industry. 
The  interest,  the  dividends,  or  the  current  profits,  if  any, 
are  the  reward  of  the  lender:  the  general  gain,  conven- 
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ienoe,  and  stimulus  coming  from  the  deyelopment  of  a 
particular  resource  or  industry,  or  from  the  more  rapid 
and  symmetrical  development  of  our  system  as  a  whole, 
inures  to  the  advantage  of  our  own  community.  Bor^ 
rowing  in  this  sense  we  have  carried  on  for  a  century 
upon  an  eveivincreasing  scale,  and  shall  doubtiess  long 
continue  to  carry  on,  unless  we  wantonly  sacrifice  our 
unexhausted  ability  for  vigorous  advance. 

As  great  debtors,  in  this  large  sense,  the  United  States 
have  necessarily  great  payments  to  be  made  to  their  cred- 
itors,— to  be  made  according  to  the  standard  of  the  com- 
mercial world,  and  therefore  called,  conveniently  enough, 
gold  payments.  This  consequence  of  our  position  as  a 
debtor  nation  is  habitually  spoken  of  as  a  perpetual  drain 
upon  our  stock  of  gold  and  as  a  nec^pssary  hindrance  to 
the  maintenance  of  a  gold  currency.  ^4.nd  yet  nothing  is 
more  certain  than  the  fact  that  the  interest,  dividends, 
and  profits  upon  foreign  capital  employed  in  our  indus- 
tries are  no  more  a  drain  upon  our  gold^|han  any  other 
debts  to  be  paid  in  the  markets  of  the  ^^orld.  They  no 
more  require  the  export  of  gold  than  a  payment  for  goods 
or  securities ;  and  even  if  by  their  terms  the  payment  is 
to  be  made,  not,  we  will  say,  in  pounds  sterling,  but  spe- 
cifically in  gold  coin,  neither  the  obligation  nor  the  mode 
of  its  execution  differs  from  that  of  the  payments  habit- 
ually made  in  foreign  trade.  It  is  not,  even  in  this  case, 
the  actual  transportation  of  metal  across  the  Atiantic  that 
is  called  for,  but  the  payment  of  metal  in  London,  Paris, 
or  Frankfort,  the  debtor  providing  the  means  of  payment 
at  that  place  as  he  finds  easiest, — by  selling  American 
wheat  or  cattie,  or  perhaps  by  a  fresh  loan.*  In  fact, 
in  the  actual  process  of  settiement,  one  international 

*llni8  the  Genera  awazd  of  1872  reqnized  the  payment  of  $10,600,000  hj 
Aigland  to  the  United  Statee**  in  sold."  The  srold  was  paid  to  tibe  trennuy, 
bvt  the  tranefer  aeroei  the  Atlantic  was  made  by  a  shipment  of  United  Statee 
bonds  whidh  had  been  eaUed  for  payment  F.  W.  Hadratt,  The  Otneva  Award 
Acts,  p.  176. 
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liability  is  like  another.  They  all  take  their  place  among 
the  conditions  which  regulate  the  barter  of  commodities 
between  nations,  stimulating  sales  here  and  discouraging 
them  there,  and  thus  by  their  action  on  the  relative  level 
of  prices  requiring  habitually  only  the  clearing  of  com- 
paratively moderate  balances.  ^^Gold  interest"  and  the 
like,  in  the  settled  course  of  trade,  simply  call  for  the  reg- 
ular export  of  a  larger  amount  of  salable  commodities,  the 
proceeds  of  which  are  finally  converted,  in  the  foreign 
market,  into  that  medium  which  secures  the  execution  of 
the  contract  for  foreign  interest  payments. 

Without  further  exposition  of  these  familiar  facts,  it  is 
enough  for  the  present  purpose  to  point  out  that,  although 
a  systematic  course  of  foreign  payments  on  a  large  scale 
may  have  much  to  do  with  the  habitual  level  of  prices  in 
the  countiy  making  the  payments,  it  has  no  tendency  to 
strip  the  countiy  of  the  gold  necessary  to  carry  on  its 
home  transactions  upon  what  has  become,  for  it,  the  nor- 
mal leveL  It  is  only  when  we  come  to  the  return  of  bor- 
rowed capital,  or  to  the  transfer  in  either  direction  of 
securities  which  represent  debts,  that  we  find  in  the  rela- 
tions of  the  borrower  anything  that  can  be  treated  as 
a  permanent  disturbing  element.  Indeed,  the  return  of 
borrowed  capital,  or,  in  other  words,  the  payment  of  debt, 
can  also  be  set  aside  as  little  likely  in  practice  to  be  the 
cause  of  serious  disturbance,  so  steadily  is  cancelled  debt 
replaced  by  fresh  borrowing.  It  is  the  transfer  of  securi- 
ties as  investments  or  for  speculative  purposes,  sometimes 
in  large  masses,  acting  as  an  unseen  import  or  export,  and 
therefore  calling  for  settlement  in  precisely  the  same 
way  as  a  movement  of  merchandise,  that  is  most  impor- 
tant from  the  present  point  of  view.  It  is  this  which,  at 
all  events,  appears  to  be  the  cause  of  most  frequent 
anxiety  as  to  the.drain  of  specie.  The  possibility  that,  at 
some  moment  of  stress  on  one  side  of  the  water  or  the 
other,  stocks  and  bonds  to  an  unknown  amount  may  be 
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launched  by  London  upon  the  New  York  market,  creates 
a  vague  apprehension,  all  the  more  disturbing  because  the 
facts  involved  can  never  be  measured  with  precision. 

No  doubt  the  great  class  of  *^  international  securities/' 
which  have  so  important  a  place  in  the  operations  of  mod- 
ern finance,  while  they  facilitate  settlements  and  make 
transactions  easy  which  would  otherwise  be  impossible,  at 
the  same  time  often  make  the  movements  of  commerce 
unsteady,  and  increase  the  swiftness  and  intensity  of  their 
changes.  This,  again,  is  a  drawback  suffered  for  the  sake 
of  great  benefits  enjoyed,  the  world  being,  on  the  whole, 
immeasurably  the  gainer.  In  the  use  of  these  securities 
the  United  States  have  a  leading  share,  not  only  because 
of  the  extent  of  their  general  dealings,  but  because  so 
large  an  amount  of  the  securities  are  issued  and  domiciled 
in  this  country,  and  so  find  a  natural  market  here.  It  is 
not  probable,  however,  that,  either  in  the  general  trade  of 
the  world  or  in  our  particular  trade,  the  movements  of 
gold  have  been  increased  by  the  dealings  in  this  kind 
of  property.  On  the  contrary,  it  is  more  probable  that, 
like  any  other  improvement  which  introduces  new  varie- 
ties of  desirable  exports,  the  increased  movement  of  secu- 
rities has,  on  the  whole,  tended  to  diminish  the  transfers 
of  gold  relatively  to  the  value  of  goods  exchanged,  and 
that  this  relative  diminution  has  been  felt  in  the  trade  of 
the  United  States,*  although  with  our  growth  the  absolute 
amount  both  of  goods  and  of  gold  has  vastly  increased. 

*  In  the  last  fiy*  dsoadeB  the  ag^refirate  importB  and  ezporte  of  merohandiae 
by  the  United  States,  oompaied  with  their  mggngw^  import  and  export  of 
i^d,  have  been  as  follows :  — 

ifsroAoncMM.  Gold.       Peroentofn  qf  €Md 

to  M^rmandUe. 

1M9-06 Ken  millions  $S89mllUons  .0848 

1869-68 6^       "  704       «  .1348 

1888-78 10,118       **  680       *«  .0684— 

1878-88 14,088       "  671        *<  .0406 

16,848       *'  1,004       •< 


The  exoeptional  oonditions  of  the  second  and  fifth  decades  reqnire  no 
comment. 
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But  our  proBent  inquiry  is  whether  the  dealings  in  in- 
ternational securities  make  the  hold  of  the  United  States 
upon  a  specie  currency  weaker  than  that  of  other  countries 
which  successfully  maintain  such  a  currency.  It  would 
be  strange  if  this  were  the  case ;  for,  as  they  sell  what  we 
buy  and  buy  what  we  sell,  any  disturbing  tendency  felt 
by  us  must  also  be  felt  by  them  at  some  stage  in  the  series 
of  operations.  London,  for  example,  is  a  buyer  when  New 
York  sells  and  a  seller  when  New  York  buys,  having  the 
same  sensitireness  to  an  outflow  of  gold  and  even  greater 
anxiety  as  to  the  sufficiency  of  the  export  tnde  to  counter- 
act any  serious  drain.  If,  on  the  whole,  New  York  is 
weakened  by  this  class  of  operations,  often  no  doubt 
highly  speculative,  is  not  London  also  weakened  by  a 
similar  process?  Do  we,  in  fact,  lose  anything  in  the 
comparison  of  our  position  and  its  advantages  with  those 
of  the  country  which  for  nearly  eighty  years  has  main- 
tained a  sound  specie  currency  without  interruption? 
The  truth  is  that  on  each  side  of  the  water  international 
securities,  when  imported,  are  an  import  of  the  class  not 
necessary  for  the  satisfaction  of  any  imperative  want,  and 
are  bought  therefore  because  the  purchase  is  likely  to  be 
profitable,  and,  when  exported,  are  sold,  if  at  all,  for  such 
price  as  the  purchaser  judges  to  be  for  his  advantage. 
The  disadvantage  of  having  them  crowded  for  sale  upon 
the  home  market,  so  often  dwelt  upon  in  discussion  in 
this  country,  is,  at  all  events,  slight  in  comparison  with 
the  disadvantage  suffered  by  the  country  which  finds 
itself  compelled  to  make  unusual  purchases  of  food  or  of 
any  great  staple  for  manufacture. 

It  is  convenient,  at  this  point  in  our  discussion,  to  con- 
sider briefly  the  special  advantage,  as  compared  with  the 
United  States,  which  England  is  often  said  to  derive  from 
her  peculiar  position  as  a  commercial  nation.  ''  England,'' 
it  is  said,  **  being  the  great  creditor  country  of  the  world. 
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can  draw  gold  as  she  pleases  from  any  quarter,  whereas 
this  is  a  debtor  country,  never  secure  against  demands 
from  abroad."  This  idea  of  the  practical  command  of  the 
gold  of  the  world  lying  in  the  hands  of  the  great  creditor, 
perhaps  owes  its  origin  partly  to  the  fact  that  the  commer- 
cial relations  of  England  make  her  the  agency  through 
which  a  large  part  of  the  gold  produced  by  the  United 
States,  Australasia,  and  South  Africa,  finds  its  way  into 
the  currency  of  the  world  at  large,  and  partly  to  the  visi- 
ble movements  of  that  great  financial  barometer,  the 
Bank  of  England  rate.  It  is  true  that  her  function  as  the 
distributor  of  gold  does  not  enable  England  to  retain  more 
than  a  rather  small  proportion  of  what  comes  into  her 
hands.  It  is  also  true  that  the  sliding  scale  of  discount, 
by  which  the  Bank  of  England  protects  its  own  reserve 
and  is  apt  to  give  the  signal  for  the  London  market  gen- 
erally, is  a  means  of  defence  in  no  way  peculiar  to  that 
institution.  It  is  used  systematically  and  quite  as  effect- 
ively by  the  German  Reichsbank.  The  apparent  neglect 
of  it  by  the  Bank  of  France  is  due,  partly  to  the  fact 
that  the  enormous  stock  of  metal  in  the  bank  enables  it 
to  yield  up  gold,  if  need  be,  to  a  great  amount  with  no 
sensible  inconvenience,  and  partly  to  the  fact  that,  by 
charging  a  premium  upon  gold,  the  bank  is  able  to  mask 
its  defensive  policy,  and  to  preserve  a  generally  uniform 
rate  of  discount  with  little  regard  to  an  outflow  of  money. 
The  English  method  may  in  fact  be  seen  at  work  in  our 
own  country,  in  a  less  definite  form,  but  with  similar 
effect,  in  the  changing  rates  of  interest  prevailing  in  the 
great  money  centres.*  Nevertheless,  the  facts  that  the 
great  streams  of  gold  converge  in  England  and  diverge 
from  her,  and  that  the  Bank  of  England  conspicuously 
acts  with  reference  to  them,  are  enough  to  account  for  the 
general  impression  that  the  controlling  power  is  to  be 
found  there. 

*Th6  foUoiriiiff  extraet  U  from  the  hearing  before  the  House  Gomiinttee  on 
Banking'and  Cuireiicy,  1897-98,  Hon..G.  S.  F«izohild  being  under  examumtion : 
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But,  besides  these  crude  conceptions  of  the  practical 
working  of  English  commerce,  there  is  something  more 
implied  in  the  common  idea  of  England  as  *'a  creditor 
country."  A  creditor  can  call  for  the  payment  of  debts 
due  to  him,  and  can  require  payment  in  money.  Cannot 
England,  then,  call  in  her  dues  in  gold,  the  world's  money  ? 
Of  the  fallacies  involved  in  this  argumentative  question, 
let  us  consider  the  fallacy  of  personifying  England, —  of 
saying  '* England"  when  we  really  mean  ''some  English- 
men." By  a  figure  of  speech  the  country  is  presented 
to  the  mind  as  a  community  having  a  single  directing 
will,  a  single  interest  and  determining  purpose,  extending 
credit  or  collecting  debts  from  definitely  formed  policy, 
and  capable  of  saying  to  itself  upon  occasion  that  gold, 
and  not  commodities,  must  now  be  secured  in  payment. 
Tins  might  be  true,  in  a  degree,  if  the  English  polity 
were  communistic,  and  if  a  committee  directed  the  opera- 
tions of  the  banks,  the  commerce,  and  the  manufactures 
of  England,  and  made  provision  for  her  daily  consump- 
tion. But  the  real  case  to  be  kept  in  mind  is  that  in 
which,  instead  of  a  single  conscious  will  governing  her 
action,  there  are  some  millions  of  individual  wills,  each 
determining  within  its  own  sphere ;  and,  instead  of  a 
single  clear  line  of  chosen  policy,  there  is  only  the  con- 
fused outcome  of  the  varying  interests  and  needs  of  vast 
numbers  of  men. 

In  this,  the  actual  state  of  things,  the  demand  of  one 

**  Ifr.  Faibchild  [referring  to  the  rftisiiig  of  its  rate  by  the  Bank  of  Eng- 
land].— Now  in  thu  country  the  same  thing  takes  plaoe  when  a  man  borrows  a 
million  dollars  to  pay  a  debt  abroad.  It  makes  a  diminution  of  the  loanable  fnnds, 
i  and  that  of  itself  works  an  increase  in  the  rate  of  interest ;  and,  when  that  rate 

I  of  interest  becomes  latge  enough,  the  seller  of  exchange,  instead  of  meeting  his 

i  remittances  by  the  aotoal  shipment,  of  gold,  finds  a  cheaper  way  to  meet  his 

j ,  bill  of  exchange.    We  do  not  have  to  have  any  specific  measores  to  clothe 

[  banks  with  specific  power  to  do  that.    It  does  itself.    It  is  one  of  the  natural 

laws  which  works  itself  out ;  and,  if  we  do  not  put  any  impediment  in  the  way, 
it  will  take  care  of  itself.    That  is  my  judgment  about  it. 
i  ■  "Secretary  Gaob.— I  agree  with  what  Mr.  Fairohild  has  said.**    Report, 

\  p.  135. 
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class  of  the  population  for  cotton  to  spin,  and  the  demand 
of  others  for  wheat  or  for  beef,  are  not  and  cannot  be 
subordinated  to  the  desire  which  any  set  of  men  or  of  in- 
stitutions may  feel  to  see  gold  flow  in.  On  the  contrary, 
the  requirements  for  consumption,  determined  by  the 
occupations  and  relations  of  a  great  people,  are  funda- 
mental conditions,  to  which  financial  interests  and  policies, 
under  whatever  name,  must  of  necessity  conform  their 
action.  For  illustration  we  need  not  go  farther  back  than 
the  great  export  movement  of  1896,  which  between 
August  1  and  December  1  brought  into  the  United 
States  $74,000,000  of  gold,  $40,000,000  of  it  coming  from 
England.  Although  the  Bank  of  England  in  seven 
weeks  raised  its  rate  from  2  per  cent,  to  4,  it  could 
not  stop  the  outflow  which  in  four  months  drained  one 
fourth  of  its  specie  from  its  vaults,  so  uncontrollable  are 
the  currents  which  take  their  rise  in  the  needs  and  habits 
of  a  whole  people.  The  great  trade  movements  of  a 
country  like  England  can  never  be  concerted  or  calculated 
movements,  as  the  language  used  about  them  often  seems 
to  imply.  They  are  the  result  of  forces  quite  independent 
of  each  other  in  origin  and  often  in  strong  conflict,  which 
the  small  fraction  of  men  known  as  the  financial  world 
cannot  withstand  or  govern,  but  which  they  can  often  turn 
to  account.* 

These  considerations  —  no  doubt  sufficiently  obvious, 
but  often  neglected  —  apply  to  the  action  of  England  as  a 
purchaser  of  merchandise  from  other  countries.  They  also 
have  a  close  application  to  her  action  as  a  holder  of  the 
securities  of  other  countries.  The  class  of  Englishmen 
who  hold  foreign  bonds  or  stocks  as  an  investment  will, 
no  doubt,  act  at  times  under  a  common  impulse  of  con- 

*  How  impofldble  it  is  even  for  a  syndioate  oomprisiiig  **  every  hanking  home 
and  every  bank  in  New  York  City,  with  important  European  oonneotions,"  to 
control,  beyond  certain  limits  of  time  and  favoring  cirenmstanoes,  the  oonrse  of 
foreign  exchange,  is  well  shown  by  Ifr.  Noyes  in  his  aeooont  of  the  gold 
movement  in  1895.    Thxrty  Years  qf  American  Finance^  chap.  z. 
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fidence  or  distruBt,  as  inyeBtors  do  in  our  own  country. 
This  action  may  seriously  disturb  the  financial  relations  of 
their  own  country  with  others  and  affect  the  moyement  of 
gold  for  a  time,  between  Ei^land  and  this  country,  for 
example,  as  it  has  been  seen  to  do.  This  is,  of  course, 
to  be  noted  as  an  element  of  instability  in  our  interna- 
tional finance,  which  must  be  recognized,  although  there 
may  be  a  question  whether  a  set  of  trade  relations,  which 
already  include  many  unstable  elements,  is,  in  fact,  made 
any  more  unstable  by  the  introduction  of  another  class  of 
variables,  with  its  chances  of  compensatory  action.  But 
it  concerns  us  to  notice  that  this  action  of  English  invest- 
ors, although  the  result  of  a  common  impulse,  is  no  more 
a  concerted  action  than  the  movement  in  which  English 
mill-owners  buy  cotton,  eagerly  or  sparingly,  as  the  case 
may  be.  It  is  the  action  of  a  great  body  of  individuals, 
seeking  advantageous  employment  each  for  his  own  capital, 
encouraged  or  disheartened  by  current  opinion  as  to 
American  securities,  and  neither  bidding  against  each 
other  nor  selling  at  a  loss  in  order  to  affect  the  general 
money  market  or  turn  the  stream  of  gold.  Even  the  class 
of  bankers  and  other  temporary  holders  of  securities  for 
speculative  profit  —  a  class  of  men  as  little  disposed  as 
any  to  sell  their  property  at  a  sacrifice  — act  in  the  same 
manner,  according  to  the  dictate  of  individual  interest, 
and  under  no  leadership  or  control  which  could  justify  the 
conception  of  concert  and  dangerous  singleness  of  aim, 
which  we  have  been  considering. 

It  is  perhaps  hardly  necessary  to  point  out  that,  when 
we  thus  take  into  account  the  complex  influences  which 
must  at  any  given  time  determine  the  course  of  dealing 
between  England  and  other  countries,  gold  loses  a  part 
of  the  quality  as  a  ^z^^z-legal  tender  for  international 
trade,  sometimes  ascribed  to  it  in  current  discussion.  As 
a  commodity,  in  universal  demand  at  some  rate  or  other, 
it  can  always  be  used  in  payment  by  the  debtor  nation,  if 
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offered  on  terms  satisfactory  to  the  creditor  nation.  But 
payment  in  gold  cannot  be  required  by  the  latter  so  long 
as  there  is,  among  the  millions  of  its  population,  any  suffi- 
ciently large  class  of  wants  demanding  for  their  satisfac- 
tion the  merchandise  exports  or  the  securities  of  the  debtor 
in  preference  to  money.  The  legal  tender  law  of  the  place 
necessarily  regulates  the  mode  of  payment  in  London,  to 
be  observed  by  each  individual  debtor;  but,  as  has  already 
been  pointed  out,  it  is  no  part  of  that  law,  nor  is  it  a 
necessity  of  the  case,  that  the  debtor  should  have  trans- 
ported his  means  of  payment  across  the  Atlantic. 

The  conclusions  reached  by  these  general  considerations 
are  greatly  strengthened,  when  we  apply  to  them  the  test 
of  observed  facts.  England,  France,  and  Grermany  are 
the  countries  upon  which  the  United  States  chiefly  draw 
for  gold,  and  by  which  the  United  States  are  most  heavily 
drawn  upon,  all  three  successfully  maintaining  their  cur- 
rencies upon  the  gold  standard.  How,  then,  do  the  actual 
movements  of  gold  into  and  out  of  the  United  States, 
for  a  series  of  years  together,  compare  with  similar  move- 
ments as  reported  by  the  three  countries  named?  For 
the  purpose  of  this  inquiry  the  nine  calendar  years  from 
1882  to  1890  are  first  taken,  as  making  up  what  can  be 
called  a  fairly  normal  period.  They  begin  after  the  close 
of  the  great  influx  of  gold  which  insured  the  success  of 
specie  resumption  by  the. United  States,  and  they  end 
before  the  subsequent  saturation  of  our  currency  with 
paper  and  silver  had  caused  serious  disturbance.  They 
include  years  of  great  prosperity,  and  they  cover  the 
period  of  depression  following  the  financial  crisis  of  1884. 
Both  the  products  and  the  imports  of  gold  by  the  United 
States  are  given,  to  show  our  total  receipts  from  year  to 
year ;  and  against  them  are  set  our  annual  gold  exports. 
Annual  imports  and  exports  of  gold  are  also  given  for 
each  of  the  other  countries,  all  being  stated  in  dollars  for 
convenient  comparison. 
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[Im  Dollakb,— 00,000  oxittbd.] 


Unltod  StotM. 

BngUoid. 

Vnnoe. 

Oemumy. 

Prod*t 

Imp. 

top. 

top. 

tap. 

top. 

M^- 

top. 

&Kp. 

1862  . 

1883  . 

1884  . 
1886  . 

1886  . 

1887  . 

1888  . 

1889  . 

1890  . 

32,6 

30, 

80,8 

31,8 

35, 

33, 

33,2 

32,8 

32,8 

13,4 

22,1 

28, 

23.6 

41,3 

44,9 

11, 

12, 

20^2 

38,7 
6, 
40,9 
11.4 
41,3 

9,1 
34,5 
50.9* 
24,1 

70, 

37,7 
52,3 
61,3 
63, 
48,5 
76,9 
874^ 
114,8 

58,5 

34,5 

58,5» 

58,1 

67.1* 

45,4 

72,8 

70,4 

69,6 

54,7 

12.5 

24,6 

47, 

50,4 

18, 

19,5 

65,2 

22,6 

39,1 

26,* 

15,8 

38,8 

38,2 

49,8* 

37,1» 

25, 

48,3* 

6,8 
4.9 
4,4 
10.1 
11,2 
13.2 
39,9 
15,7 
24,2 

9,3* 

10,  • 

T,9« 

6,4 

5,5 

4, 

23.9 

12,5 

9,9 

ToUls 
Areimg* 

B 

291,9 
32,4 

216,5 
24, 

256,9 
28,5 

611,7 
68, 

534,9 
59,4 

314,5 
34,9 

318,1 
35,4» 

130,4 
14,5 

89,4 
9.9 

It  appears  that  during  these  nine  years  the  United 
States  parted,  on  the  average,  with  about  one-half  of  the 
gold  received  bj  them  from  the  mines  or  from  abroad, 
and  that  England  parted  with  seven-eighths  of  the  gold 
received  by  her.  These  two  countries,  the  United  States 
as  a  mining  country  and  England  as  the  great  commercial 
centre,  acted  as  the  distributors  of  an  immense  addition 
annually  made  to  the  world's  stock  of  money,  each  retain- 
ing its  own  proportionate  share.  In  this  operation,  each 
country  was,  to  a  great  extent,  a  natural  exporter  of  gold. 
Neither,  in  fact,  could  avoid  exporting  heavily,  so  long  as 
its  trade  or  its  mines  brought  in  a  supply  obviously  so  far 
beyond  its  power  of  healthy  absorption.  Of  the  two,  it 
is  important  to  observe,  the  United  States  had  the  firmer 
hold  upon  gold,  so  that  this  country  was  able  to  carry 
on  the  accumulation  which  it  had  begun  to  make  in  the 
later  years  of  the  long  suspension,  and  thus  to  strengthen 
steadily  the  specie  basis  of  its  paper  currency.  The  annual 
supply  of  the  United  States  was  also  the  more  constant, 
its  minimum  being  .78  of  its  average  and  its  maximum 

•Export  exceeds  receipt 
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1.88,  whereas  the  annual  supply  of  England  ranged  more 
widely,  from  .55  to  1.69  of  its  average.  In  the  year  of 
strongest  export  by  the  United  States,  their  ratio  of  ex- 
port to  supply  was  scarcely  higher  than  that  of  England 
in  her  strongest  exporting  year ;  and  there  were  two  years 
of  the  nine  in  which  the  United  States  exported  less  than 
.12  of  their  supply,  whereas  in  no  year  did  England  export 
less  than  .60  of  hers.  Finally,  England  shows  two  years 
with  an  excess  of  exports  over  receipts  of  gold,  and  only 
one  is  shown  by  the  United  States. 

As  for  France,  her  imports  and  exports  of  gold  during 
these  nine  years  are  remarkable  for  their  great  amount, 
for  their  extreme  irregularity  from  year  to  year,  and  for 
their  close  approach  to  equality,  taking  the  whole  period 
together.  Germany  also  exhibits  great  irregularity  of 
movement,  with  a  constant  accumulation  in  progress  for 
all  but  the  earlier  years,  the  amounts  actually  moved 
being,  for  the  most  part,  of  but  moderate  importance. 

Without  pursuing  further  the  comparisons  suggested  by 
this  table,  it  is  clear  that  during  this  period  the  United 
States  were  not  only  relatively,  biit  absolutely,  strong 
in  gold,  and  gave  full  proof  of  ability  to  maintain  their 
currency  upon  this  standard,  and  this  notwithstanding 
an  infusion  of  nearly  $800,000,000  of  legal  tender  silver. 
But  the  turning-point  was  reached  by  1890.  The  accu- 
mulated mass  of  silver  coin,  the  issue  of  more  legal  tender 
paper  for  the  purchase  of  a  vast  weight  of  silver  bullion,* 

*Th6  Secretary  of  the  Treesiiry  wid  to  a  oominittee  of  the  Hoiue  of  Rep- 
feeentatiTeB,  December  16, 1897 :  **I  have  asked  a  gentleman  in  New  York, . . . 
who  haa  been  Treaanrer  of  the  United  Statea,  and  who  haa  been  Awiatant 
Treasorer  in  New  York  for  many  yean,  Mr.  Conrad  N.  Jordan,  about  thia. 
He  IB  in  a  position  where  he  watohea  pretty  doaely  the  movements  of  f  oiei^ 
exofaanire.  ...  He  says  it  iatfae  last  $200,000,000,  which  haa  put  na  to  the  blnah  « 
aU  the  time,  that  haa  been  our  tnmble.  If  we  get  rid  of  $200,000,000,  and  ^et 
ft  foiAeient  gold  reaerre,  we  wiU  not  be  troubled ;  and  the  country  will  not  fear 
that  we  axe  gmng  to  break.'*  Hmringt  and  ArgttmaiU  h^crt  the  H<mm  Com- 
mitim  on  Banking  and  Currency^  1897-96,  p.  23. 

Ifr.  Jordan's  $200,000,000  i^tparent^  represented  the  treaanry  notes  of 
1890,  $114,000,000,  and  an  increase  of  silrer  certificates  from  July,  1890, 
amounting  to  about  $86,000,000  more. 
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the  gradual  conversion  of  that  bullion  into  standard  dol- 
lars, contemplated  by  the  law  and  set  in  operation,  the 
loss  of  confidence  in  the  stability  of  gold  payments  by  our 
government,  and  our  increasing  discredit  abroad, —  aU  com- 
bined thenceforward  for  several  years  to  loosen  the  hold 
of  the  United  States  upon  gold.  Violent  financial  revul- 
sion was  the  inevitable  result ;  and,  in  the  eight  calendar 
years  from  1891  to  1898  inclusive,  gold  moved  between 
this  country  and  Europe  in  heavy  surges,  as  shown  in  the 
following  table,  compiled  on  the  same  plan  as  that  already 
given  for  the  years  1882-90 :  — 

[Im  Dollars,  00,000  omittsd.] 


United  Stotes. 

England. 

Fnmoe. 

Germany. 

/ 

Prod't 

Imp. 

Bxp. 

Imp. 

Kxp. 

Imp. 

■xp. 

Imp. 

'^- 

1891   .  . 

88,2 

45, 

79,1* 

147,4 

117,7 

69,9 

45,4 

52,6 

28,9 

1892  .  . 

83, 

17,5 

76,5» 

105,1 

72,2 

74,8 

21,5 

42,5 

35.6 

1893  .  . 

36. 

72,8 

79,8 

120,9 

94,9 

58,9 

22,6 

33,3 

24,2 

1894  .  . 

39,5 

20,6 

101,8* 

134,3 

76,2 

89,1 

20,8 

72,5 

12.7 

1895  .  . 

46,6 

32,5 

104,6* 

175,4 

104,1 

49, 

47,2 

23,2 

19.6 

1896  .  . 

53.1 

104,7 

58,3 

119,2 

146,7* 

58.1 

60.* 

52.4 

47. 

1897  .  . 

57,4 

34, 

34,8 

146,7 

150,  • 

56,6 

25,4 

36,8 

28,2 

1898  .  . 

[67,5] 

158,2 

16,2 

212,8 

178.1 

38,4 

60,4* 

Totals  . 

366,3 

485,3 

550,6 

1,161,8 

939,9 

494,8 

303,3 

Arerage 

45,8 

60,7 

68,8 

145,2 

117,5 

61,8 

37,9 

In  this  table  the  change  wrought  in  every  column  by 
the  exceptional  year  1898  is  so  marked  that  it  is  worth 
while  to  consider  the  facts  as  they  stood  at  the  close  of 
1897,  when  the  footings  were  as  follows :  — 

ITnitei  <Sta(M.  England,  France,  Oermany. 

Prod*t  Imp.  Exp.  Imp,  Sosp,  Imp.  Emp,  Imp.  Evp. 
7  yoan  .  .  298.8  327.1  534.4  949  761.8  456.4  242.9  313.3  196.2 
Avenge     .      42.7     46.7     76.3       135.6   108.8        65.2     34.7        44.8     28 

The  relation  of  the  United  States  to  the  three  other 
commercial  countries  then  showed  a  remarkable  change 

*  Export  exceeds  receipt. 
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since  the  period  closing  with  1890.  Instead  of  being  the 
greatest  accumulator  of  gold,  this  country  had  become  the 
least,  and  France  held  the  first  place.  Instead  of  our  sup- 
ply from  all  sources  being  the  most  constant  of  all,  the 
range  between  its  minimum  and  maximum  was  the  gpreat- 
est ;  and,  in  years  of  greatest  export,  our  ratio  of  export  to 
supply  was  the  highest.  And  yet,  taken  by  itself,  the  ex- 
hibit for  the  United  States  indicated  a  far  greater  power 
of  resistance  to  a  continued  drain  than  might  be  inferred 
from  this  comparison  with  other  countries.  Omitting  1896 
and  1897,  when  the  tide  had  turned  again  in  our  favor,  the 
five  years,  1891-96,  showed  a  total  net  loss  by  the  United 
States  of  scarcely  more  than  $65,000,000 ;  and,  even  if  we 
add  to  this  the  estimated  amount  of  gold  used  in  the  in- 
dustrial arts,  we  have  an  aggregate  loss  from  our  stock 
not  exceeding  $142,000,000  in  five  years  of  unexampled 
disturbance, —  a  loss  more  than  made  up  by  the  returning 
current  of  the  next  two  years.*  After  all,  in  the  series 
of  seven  years  in  which  our  legislation  might  almost  be 
thought  to  be  expressly  designed  to  expel  gold  from 
the  United  States,  our  exports  were  not  quite  seven- 
eighths  of  our  receipts  from  imports  and  mines.  In  the 
same  years  taken  together,  England  also  exported  nearly 
in  the  same  proportion,  parting  with  four-fifths  of  all  her 
receipts. 

Violent  as  the  changes  were  in  these  years,  the  years  of 
recovery  came  with  singular  promptness.  In  1891  and 
1892  our  exports  of  gold  were  greater  than  our  receipts ; 
and  yet  in  1898  the  returning  current  gave  us  a  favorable 
balance  for  the  three  years.  Both  1894  and  1895  carried 
out  a  balance  of  gold,  but  1896  turned  the  scale  in  our 

*  The  treasniy  estimate  of  the  stook  of  gold  com  and  bnUion  in  the  United 
States  gives  the  f oUowing  sums :  — 

Deoember81,1880 9704,100311 

I>ecemter81,1886 607,987,2M 

I>eoember81,189r 703^10^476 

Report  qfthe  Treasurer  for  1898,  p.  UO. 
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fayor  for  another  three-year  period.  1897  practically  left 
us  in  possession  of  our  own  product,  and  then  came  1898, 
with  such  a  tide  in  our  favor  as  to  completely  distort  the 
comparative  results  of  the  first  seven  years  of  the  period. 
Taking  the  average  for  the  eight  years,  1891  to  1898,  the 
United  States  again  appear  as  the  greatest  accumulator  of 
gold,  parting  with  less  than  two-thirds  of  their  gold  re- 
ceipts, whereas  England  in  the  same  years  parted  with 
more  than  four-fifths  of  hers. 

How  large  the  accumulated  stock  of  gold  in  the  treas- 
ury, in  the  banks,  and  in  the  hands  of  the  public,  has  be- 
come in  the  twenty  years  since  specie  payment  was  re- 
sumed, is  a  question  as  to  which  the  treasury  estimates 
may  at  least  give  us  an  approximation.  Starting  with  an 
estimate  of  about  $218,000,000  in  June,  1878,  and  follow- 
ing month  by  month,  with  great  minuteness,  the  coinage 
and  the  movements  of  American  coin  in  and  out,  the 
statisticians  of  the  treasury  gave  us  in  the  latter  part  of 
1881  a  ^  stock  of  over  $500,000,000,  and,  with  occasional 
relapses,  brought  the  estimates  to  $700,000,000  by  1888, 
and  to  $900,000,000  by  October,  1898.  The  sums  are 
vast,  and  it  has  never  been  easy  to  account  for  the  great 
amounts  which  must  be  supposed  to  exist  outside  of  the 
visible  depositories.  Still,  the  figures,  when  checked  by 
the  operations  of  the  mint  and  by  the  annual  product  and 
movement  in  foreign  trade,  conform  sufiQciently  well  to 
the  rough  probabilities  of  the  case.  They  give  a  solid 
assurance  that,  as  a  support  for  our  monetary  system,  we 
have  a  stock  of  gold  sufficient,  and  sufficiently  nourished 
by  the  resources  of  mining  and  commerce,  to  meet  the 
needs  of  a  great  and  growing  nation.  Actual  or  probable 
inadequacy  of  supply  cannot  be  alleged  as  a  condition 
operating  to  our  injury. 

This,  then,  is  the  state  of  the  facts.  Our  gold  is  at 
times  drawn  from  us  in  considerable  amounts,  which, 
however,  bear  but  a  low  ratio  to  our  total  stock,  and  are 
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drawn  away  in  no  small  measnre  by  the  aid  of  our  own  im- 
provident legislation.  The  recovery  comes  with  no  great 
delay,  and  with  extraordinary  completeness,  as  the  result 
of  economic  advantages  of  which  imprudent  policy  may 
impair,  but  cannot  destroy,  the  value.  No  reverse  is 
strong  enough  to  wrest  our  gold  currency  from  us.  And 
yet,  judging  from  the  past,  two  or  three  years  may  be 
enough  to  carry  us  from  our  present  extreme  of  confi- 
dence to  the  same  dread  that  the  foundation  is  slipping 
from  under  us,  that  mastered  the  public  mind  in  1898  and 
1896.  We  have  the  material  to  build  a  system  as  solid 
and  as  calmly  enduring  as  that  of  England,  but  our  failure 
for  twenty  years  to  bring  into  order  our  piecemeal  legis- 
lation on  this  subject,  has  cost  hundreds  of  millions  in 
shattered  enterprises  and  stagnant  industry.  The  foolish 
boast  which  some  of  our  public  men  were  fond  of  making 
a  few  years  ago,  that  our  currency  system  is  the  best  ever 
known,  and  indeed  perhaps  perfect,  is  not  current  at  pres- 
ent. In  fact,  there  are  not  many  who  do  not  condemn  the 
system  for  one  reason  or  another.  Still  there  is  a  perilous 
delay  in  the  work  of  reform. 

Chables  F.  Dunbab. 
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RECENT  RAILWAr   LEGISLATION  IN  KANSAS. 

Railway  legifllation  of  an  unusual  oharaoter  has  recently 
been  enacted  in  Kansas.  The  Populists,  who  secured  control 
of  the  State  government  in  January,  1897,  were  pledged  to 
the  passage  of  a  maximum  freight  rate  bill.  A  measure  of  a 
sufficiently  radical  character  to  secure  the  approval  of  Qov- 
emor  Leedy  could  not,  however,  be  passed ;  and  the  regular 
session  of  the  legislature  closed  without  results.  The  elec- 
tions of  last  November  served  notice  on  the  governor  and  his 
party  that  Populist  rule  would  end  on  January  1, 1899.  Ac- 
cordingly, he  called  the  expiring  legislature  together  in  special 
session  on  December  21,  and  compelled  the  enactment  of  a 
measure  that  overturns  the  system  of  control  which  has  been 
in  operation  for  the  past  sixteen  years.  Under  the  provisions 
of  the  new  law  the  present  Board  of  Railroad  Commissioners 
is  aboUshed,  and  a  Court  of  Visitation  substituted,  consisting 
of  three  judges  elected  for  terms  of  four  years  each.  A  State 
Solicitor  is  provided  to  represent  the  State  in  all  actions  be- 
fore the  court.  This  court  is  given  power  to  determine  all 
questions  as  to  reasonable  freight  charges  and  classification  of 
freight,  to  secure  adequate  transportation  facilities  and  proper 
safeguards  against  accident,  and  to  compel  the  performance 
of  all  duties  required  by  law.  For  the  furtherance  of  these 
ends,  it  is  equipped  with  full  common-law  and  equity  powers. 
It  may  issue  appropriate  writs  and  processes,  including  in- 
junction and  mandamus,  compel  the  attendance  of  witnesses 
and  the  production  of  books  and  papers,  summon  juries,  pun- 
ish for  contempt,  appoint  masters,  referees,  and  receivers,  and 
prescribe  its  methods  of  procedure.  Complaints  against  rail- 
ways are  to  be  made  on  oath  to  the  State  Solicitor.  A  cita- 
tion is  issued  to  the  defendant  and  served  by  the  sheriff,  to 
which  the  railway  must  make  reply  within  twenty-five  days, 
when  the  case  is  put  upon  the  docket.    Any  person  or  corpo- 
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ration  interested  in  the  resnlt  may  become  a  party  on  applica- 
tion. Complaints  are  encouraged  by  a  clause  which  levies 
the  costs  against  the  railway  if  it  loses  the  case,  but  against 
the  State  if  the  complainant  loses.  If  the  court  deems  it  un- 
just to  act  upon  the  rate  in  question  without  a  revision  of  the 
entire  schedule,  it  may  bring  the  larger  question  before  it  for 
consideration.  No  schedule  promulgated  by  any  railway  com- 
pany is  receivable  as  evidence  of  the  reasonableness  of  a  rate. 
The  court  must  determine  the  question  after  an  examination 
of  the  value  of  the  road,  its  cost,  indebtedness,  and  revenues. 
«  The  oourt  shall  thereupon  enter  a  decree  in  accordance  with 
its  findings  . . .  perpetually  enjoining  the  defendant  from  de- 
manding, charging,  or  receiving  any  other  or  different  rates  or 
charges  than  such  as  are  by  the  decree  determined  to  be  rea- 
sonable." Within  ten  days  the  defendant  must  print  and 
publish  the  revised  schedule.  Upon  refusal  to  obey  the  oourt 
may  after  thirty  days  sequestrate  the  property,  and  place  it  in 
the  hands  of  a  receiver,  where  it  shall  remain  until  the  rail- 
way complies.  Fines  and  imprisonment  are  provided  as  addi- 
tional penalties  for  disobedience  of  law  by  railway  officials. 
Power  to  investigate  strikes  of  railway  employees  and  to  com- 
pel adjustment  of  difficulties  is  likewise  intrusted  to  this  body. 
Appeds  from  its  decisions  may  be  taken  to  the  Supreme 
Court.  The  act  goes  into  effect  on  March  15 ;  and  a  court 
is  to  be  appointed  by  the  governor  on  the  first  Monday  in 
April  to  act  until  the  next  general  election. 

A  few  oritioisms  of  this  legislative  experiment  suggest  them- 
selves. In  the  first  place,  it  was  unnecessary.  It  must  of 
course  be  admitted  that  the  Kansas  Board  of  Railroad  Com- 
missioners is  not  clothed  with  the  power  which  many  com- 
missions enjoy.  It  can  determine  reasonable  rates  only  upon 
complaint,  and  then  alone  for  the  shipment  in  controversy. 
But  this  state  of  things  might  have  been  relieved  by  the  dele- 
gation to  the  commission  of  the  power  to  prescribe  a  complete 
schedule  of  maximum  freight  rates, —  a  privilege  for  which  the 
board  has  asked  in  vain.  Notwithstanding,  however,  its  lim- 
ited authority  over  questions  of  rates,  the  commission  has 
proved  its  right  to  a  further  lease  of  life.    Its  conservative 
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and  careful  policy  since  its  inception  in  1883  has  gained  for 
itself  the  confidence  of  the  carriers,  and  has  resulted  in  gratify- 
ing compliance  with  its  findings.  It  is  worth  noting  that  the 
Populists  are  represented  upon  this  board  in  the  person  of 
ex-Governor  Lewelling,  who  used  his  influence  to  prevent  the 
passage  of  the  statute. 

Again,  the  undoubted  effect  of  the  measure  will  be  a  loss  in 
efficiency.  It  defeats  the  main  purpose  for  which  boards  of 
railway  conmiissioners  are  created, — that  of  furnishing  a  con* 
venient  intermediary  between  shipper  and  carrier,  by  means  of 
which  misunderstandings  may  be  removed  and  evils  speedily 
and  satisfactorily  remedied.  This  act  creates  a  court  with  all 
the  dilatory  methods  of  procedure  usual  to  such  bodies. 

Finally,  its  faulty  construction  presages  failure  even  before 
^the  act  has  been  put  upon  trial.  Many  of  its  provisions  have 
been  deemed  unconstitutional  by  those  who  have  given  the 
subject  close  study,  and  it  promises  to  leave  the  shippers  with 
less  protection  than  the  present  law  provides.  This  was  recog- 
nized by  its  advocates  as  soon  as  the  biU  was  passed,  and  a 
vain  attempt  was  made  to  strengthen  it  by  the  enactment  of 
supplementary  legislation.  The  constitutionality  of  the  ses- 
sion itself  was  for  several  weeks  in  doubt,  but  has  recently 
been  sustained  by  the  State  Supreme  Court.  It  would  indeed 
be  a  sad  commentary  on  Populist  rule  in  Kansas  if  the  party 
were  forced  to  admit  that,  in  the  closing  weeks  of  its  two 
years'  control  of  all  three  branches  of  the  government,  it  had 
overreached  itself  in  the  matter  nearest  to  its  heart,  and  had 
left  Kansas  with  less  railway  legislation  than  the  State  has 
had  for  nearly  twenty  years. 

FbAITK  HiJQH  DiZOK. 

Dabtxouth  College. 
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THE  TWELFTH  CENSUS. 

The  act  of  Congress  for  the  taking  of  the  twelfth  and 
subsequent  censuses,  approved  March  3,  1899,  really  marks 
Trhat  may  be  called  the  fourth  epoch  in  the  federal  census 
work  of  the  United  States.  It  preserves,  to  be  sure,  the 
machinery  adopted  for  the  tenth  and  eleventh  censuses. 
Prior  to  the  tenth  census  the  enumeration  was  conducted  by 
United  States  marshals  and  their  assistants;  while  in  1880 
and  1890  the  enumerations  were  by  especially  appointed 
enumeratorsy  under  the  direction  of  district  supervisors,  the 
work  of  the  enumerators  being  supplemented  for  manufact> 
ures  and  in  some  other  oases  by  experts  and  special  agents. 
The  new  act  makes  no  change  in  this  direction ;  but  it  pro- 
vides for  a  better  organization  of  the  Census  Office  itself. 
Under  the  law  there  is  to  be  an  efficient  statistical  staff  as 
such,  besides  an  assistant  director  to  aid  the  director  in  his 
onerous  duties. 

But,  so  far  as  the  subjects  of  inquiry  are  concerned,  the  law 
makes  a  new  division.  It  restricts  the  twelfth  census  proper 
to  inquiries  relative  to  population,  mortality,  and  the  products 
of  agriculture  and  of  manufacturing  and  mechanical  establish- 
ments,—  practically,  four  great  subjects ;  and  it  provides  that 
the  only  volumes  that  shall  be  prepared  and  published  in  con- 
nection with  the  twelfth  census  (except  special  reports,  to  be 
published  later)  shall  relate  to  these  four  subjects,  and  they 
are  to  constitute  what  are  designated  in  the  law  as  <<  census 
reports."  The  requirement  that  these  reports  shall  be  pub- 
lished not  later  than  the  first  day  of  July,  1902,  may  be  carried 
out ;  but  it  is  hardly  possible. 

After  the  completion  of  the  enumeration  and  of  the  work 
relating  to  the  four  subjects  just  specified,  the  director  of  the 
census  is  authorized  to  collect  statistics  relating  to  special 
classes,  including  the  insane,  feeble-minded,  deaf,  dumb,  and 
blind ;  crime,  pauperism,  and  benevolence,  including  prisoners, 
paupers,  juvenile  delinquembs,  and  inmates  of  benevolent  and 
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reformatory  institations ;  deaths  and  births  in  registration 
areas  (that  is,  in  States  and  cities  which  have  a  registration 
system) ;  social  statistics  of  cities ;  public  indebtedness ;  valua- 
tion, taxation,  and  expenditures;  religious  bodies;  electric 
light  and  power,  telephone  and  telegraph  business ;  transpor- 
tation by  water;  express  business;  street  railways;  mines, 
mining,  and  minerals,  and  the  production  and  value  thereof, 
(including  gold)  and  the  number  of  men  employed,  the  aver- 
age daily  wages  paid,  average  working  time,  and  aggregate 
earnings  in  the  various  branches  and  divisions  of  the  mining 
industry.  The  reports  relating  to  all  these  inquiries,  which 
are  supplemental  to  the  four  great  divisions  already  enumer- 
ated (except  those  for  mines,  mining,  and  minerals,  which 
must  be  published  on  or  before  July  1,  1903),  are  to  be  made 
at  such  time  or  times  as  will  not  interfere  with  nor  delay  the 
rapid  completion  of  the  census  reports  proper ;  and  all  these 
supplemental  reports  are  to  be  designated  as  ^'Special  Re- 
ports of  the  Census  Office." 

On  the  whole,  the  new  act  is  a  very  great  improvement  on 
past  laws.  It  follows  very  closely  the  recommendations  of 
the  joint  committee  of  the  American  Statistical  Association 
and  the  American  Economic  Association  appointed  a  few 
years  ago  to  consider  the  subject  of  census  l^^ation.  One 
particular  improvement  over  the  acts  providing  for  the  tenth 
and  eleventh  censuses  lies  in  the  fact  that  it  specifies  the 
topics  of  inquiry,  but  leaves  to  the  discretion  of  the  director 
the  form  and  arrangement  of  schedules  and  the  specific  ques- 
tions necessary  to  secure  the  information  required.  To  have 
done  otherwise  would  have  resulted  in  a  very  extended  law, 
stating  in  detail  each  form  of  inquiry  under  each  topic.  This 
would  have  been  an  impossibility  for  any  committee.  Such 
matters  must  be  left  to  the  patient  work  of  the  statisticians  of 
the  Census  Office.  But  the  necessity  of  specifying  distinctly 
the  topics  of  inquiry  becomes  necessary  when  it  is  known  that 
without  such  designation  the  penalties  for  non-compliance 
with  the  law  cannot  be  enforced  in  the  courts,  for  Congress 
itself  must  define  the  misdemeanor  in  order  to  have  the  prose- 
cution receive  any  standing.    If  the  law  left  the  topics  of 


Digitized  by  VjOOQIC 


NOTES  AND  MEMORANDA  841 

inquiry  to  an  official,  that  would  be  delegating  the  power  of 
Congress  to  define  criminal  action.  It  is  believed,  therefore, 
that  the  new  act  can  be  more  effectively  enforced  than  any 
previoas  one. 

In  comparing  the  work  laid  oat  for  the  twelfth  census  with 
that  of  the  past,  a  reference  to  subjects  of  inquiry  and  to  de- 
tailed questions  thereunder  will  show  the  changes  or  inherent 
distinctions  of  the  various  censuses.  At  the  censuses  of  1790 
and  1800  there  was  but  one  subject  of  inquiry,  population.  In 
1810  and  1820  there  were  two,  population  and  manufact- 
ures. In  1880  manufactures  disappeared ;  and  there  was  but 
one  subject  of  inquiry,  population.  In  1840  a  general  sub- 
ject— including  mining,  commerce,  agriculture,  manufactures, 
and  fisheries  —  was  added;  so  that  in  that  year  there  were, 
with  population,  but  two  general  subjects  of  inquiry.  The 
census  of  1850  marked  the  first  departure  from  previous  ex* 
perience ;  and  under  the  expanded  legislation  providing  for  the 
seventh  census  (1860)  there  were  six  subjects  of  inquiry, — 
population  (including  a  separate  inquiry  relating  to  slaves), 
agriculture,  industry  (including  manufactures,  mining,  and 
fisheries),  mortality,  and  social  statistics  (including  crime, 
pauperism,  valuation,  taxation,  indebtedness,  schools,  libra- 
ries, newspapers,  periodicals,  religion,  and  wages).  The 
same  subjects  were  taken  up  in  1860  and  1870,  the  censuses  of 
these  years  being  taken  under  the  act  providing  for  the 
seventh  census  (1850). 

The  next  departure  from  the  earlier  provisions  took  place 
in  1880,  when  there  was  a  very  great  expansion,  not  only  of 
the  number  of  subjects  of  inquiry,  but  of  the  specific  details 
or  forms  of  questions  thereunder.  Instead  of  six  subjects  of 
inquiry,  as  in  the  three  previous  censuses,  there  were  216. 
The  census  of  1800  provided  for  a  still  larger  number,  284 
subjects  being  involved.  This  statement  alone  shows  the 
marvellous  growth  or  expansion  of  census-taking  in  the 
United  States;  but  reference  to  the  number  of  specific  in- 
quiries under  the  general  subjects  brings  this  expansion  into 
more  striking  light.  In  1700  there  were  4  specific  inquiries 
under  the  one  subject  of  inquiry ;  in  1800,  4 ;  in  1810,  9 ;  in 
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1820,  20;  in  1880,  7  ;  in  1840,  81 ;  in  1850, 136;  in  1860, 140  ; 
in  1870, 154;  in  1880,  in  round  numbers,  12,700;  and,  in  1890, 
13,200.  The  increase  in  specific  inquiries  comes  very  largely 
under  agriculture,  manufactures,  mining,  and  insurance,  and 
especially  by  reason  of  the  extension  of  the  investigation  re- 
lating to  insurance  over  a  period  of  years  instead  of  for  one 
year ;  but,  even  without  such  practical  duplication  to  swell  the 
number,  there  would  have  been  in  1880  about  7,000  inquiries, 
and  in  1890  over  9,000.  The  general  subjects  for  the  twelfth 
census  have  been  stated.  How  many  specific  or  detailed  in- 
quiries there  will  be  under  them  cannot  be  stated,  of  course, 
until  all  the  plans  for  the  twelfth  census  are  perfected. 

These  statements  as  to  the  increased  number  of  subjects 
and  of  special  questions  under  them  account  for  the  voluminous 
publications  of  the  last  two  censuses  and  for  the  time  taken 
to  bring  them  out ;  although,  as  a  matter  of  fact,  the  publica- 
tions of  the  Census  Office  have  been  issued  rapidly  in  com- 
parison with  like  publications  for  foreign  countries.  The  re- 
ports of  the  last  census  of  some  European  states,  that  for 
1891,  have  just  been  received,  and  some  are  still  due ;  while 
all  the  general  facts  relative  to  the  eleventh  census  were 
before  the  public  in  May,  1895,  and  the  detailed  volumes  were 
completed  and  published  at  least  a  year  earlier,  relatively, 
than  those  for  the  tenth  census. 

With  the  enormous  expansion  of  the  number  of  subjects 
and  the  inquiries  thereunder  there  has,  of  course,  been  a  like 
expansion  in  cost.  The  first  census,  with  its  one  subject  and 
four  inquiries,  cost  144,377;  the  second,  $66,109;  the  third, 
$178,444;  the  fourth,  $208,525;  the  fifth,  $378,545;  the  sixth, 
$833,370;  the  seventh,  $1,423,350;  the  eighth,  $1,969,376; 
the  ninth,  $3,421,198;  the  tenth,  $5,904,606;  the  eleventh, 
$11,579,165. 

With  the  excellent  statistical  staff  already  selected  for  the 
twelfth  census,  and  the  restrictions  contained  in  the  law  as  to 
subjects  of  inquiry,  there  ought  to  be  secured  three  great 
points  of  improvement  over  any  census  of  the  past ;  first,  in- 
creased accuracy;  second,  more  prompt  publication;  and, 
third,  a  vastly  decreased  cost. 

Casboll  D.  Weight. 
WASHnroTON,  March  81, 1899. 
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The  second  session  of  the  Fifty-fifth  Congress  authorized 
the  Department  of  Labor  to  prepare  annually  a  compilation 
of  the  official  statistics  of  all  cities  in  the  United  States 
with  over  thirty  thousand  population.  Provision  is  thus 
made  for  a  comprehensive  presentation  of  comparative  munic- 
ipal statistics,  tiie  value  and  importance  of  which  need  not 
be  emphasized  to  those  interested  in  the  problems  of  munic- 
ipal government.  The  only  previous  attempts  at  any  com- 
parative statement  of  municipal  statistics  in  the  United  States 
have  been  in  the  decennial  censuses  in  the  volumes  on  Wealth, 
Debt,  and  Taxation,  and  on  Social  Statistics  of  Cities.  But 
these,  apart  from  their  inadequacy  in  appearing  only  after 
ten-year  intervals,  have  been  so  defective  —  especially  in  their 
methods  of  classification  and  arrangement  —  as  to  have  little 
real  value.  A  well-weighed  criticism  of  these  census  statistics 
has  been  recently  made  by  Professor  H.  B.  Gardner  in  his 
paper  on  <*  Municipal  Statistics  in  the  Twelfth  Census,"  read 
at  the  New  Haven  meeting  of  the  American  Economic  Asso- 
ciation, and  to  be  published  in  vol.  xii.  of  the  monographs  of 
the  association. 

In  other  countries  the  importance  of  municipal  government 
and  the  value  of  comparative  statistics  of  their  operations 
have  been  more  fully  recognized,  and  in  several  countries 
special  .publications  on  municipal  statistics  are  regularly  pre- 
pared. It  may  be  of  interest  at  this  time  to  call  attention  to 
some  of  the  most  important  of  these  compilations,  and  to  note 
how  far  they  are  successful  in  presenting  the  information 
most  wanted. 

The  question  of  comparative  finance  statistics  of  munici- 
palities formed  a  subject  of  discussion  at  several  sessions  of 
the  International  Congress  of  Statistics,  as  a  result  of  which 
it  was  determined  in  1878  to  establish  an  annual  bulletin  of 
the  finances  of  the  largest  cities  of  the  world.  The  prepara- 
tion of  this  was  placed  in  charge  of  M.  Josef  K5r5si,  director 
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of  the  Statistical  Bureau  of  Budapest ;  and  the  first  JSuOeHn 
Annuel  des  ^nances  des  Orandes  ViUeSy  containing  statistics 
for  the  year  1877,  appeared  in  1879.  The  list  of  questions  for 
this  had  been  sent  to  some  fifty  cities  of  continental  Europe, 
but  complete  answers  were  received  from  only  fourteen.  The 
tables  showed  for  these  fourteen  cities  the  total  receipts  and 
expenditures,  the  detail  of  receipts  from  principal  sources,  the 
detail  of  expenditures  for  the  most  important  branches  of 
administration  —  as  police,  street-cleaning,  education — ,  the 
value  of  municipal  property,  and  the  extent  of  their  indebt- 
edness. Figures  were  given  showing  both  the  total  amounts 
for  each  city  and  also  per  capita.  The  cities  were  arranged  in 
the  tables  in  the  order  of  population.  The  bulletin,  containing 
the  tables  with  explanatory  notes,  formed  a  pamphlet  of  forty 
pages. 

Other  issues  of  the  bulletin  on  the  same  general  plan  were 
published  annually  for  eight  years,  the  fifth  number  including 
also  synoptical  tables  for  the  quinquennial  period.  Twenty- 
six  cities  were  represented  in  the  second  issue ;  but  there  was 
little  further  increase,  the  highest  number  included  in  any  one 
year  being  twenty-eight.  With  the  exceptions  of  Washing- 
ton, D.C.,  and  Providence,  R.I.,  which  appeared  in  some  of 
the  later  bulletins,  only  cities  of  continental  Europe  were 
represented  in  the  tables.  The  British  towns  were  intention- 
ally omitted  on  account  of  the  important  difiEerences  in  their 
administrative  system  from  that  on  the  Continent. 

After  the  number  published  in  1889  (contsdning  statistics 
for  the  year  1884),  the  bulletin  was  discontinued  on  account 
of  the  insurmountable  difficulties  in  the  way  of  securing  the 
data  from  a  sufficient  number  of  cities.  No  subsequent  at- 
tempt has  yet  been  made  to  secure  a  permanent  international 
comparison  of  municipal  statistics.  More  successful,  however, 
have  been  the  comparative  statistics  for  cities  within  particu- 
lar countries,  this  success  being  due  in  part  to  the  greater 
influence  of  governmental  over  prirate  action,  and  in  part 
to  the  larger  degree  of  uniformity  in  administrative  systems 
among  the  cities  of  each  particular  country. 

Both  the  French  and  Italian  governments  publish  annually 
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Statements  of  the  finances  of  communes,  and  summaries  of 
these  showing  totals  appear  in  the  statistical  abstracts  for 
these  countries.  The  summary  in  the  French  Anmiaire  Star 
tiHique  gives  only  the  aggregate  receipts  and  expenditures  for 
all  the  communes  in  each  department,  with  similar  aggregate 
figures,  but  no  figures  for  any  particular  city,  as  to  the  amount 
of  centimes  additioneU  and  tiie  receipts  from  octrois.  The 
summary  in  the  Annuario  StatisHco  Italiano  gives  only 
Aggregates  for  the  entire  kingdom;  but,  in  addition  to  the 
totals  of  receipts  and  expenditures,  gives  itemized  aggregates 
according  to  a  careful  classification  of  receipts  and  expendi- 
tures. Thus  the  total  expenditures  for  all  Italian  communes 
for  general  administration,  for  public  works,  for  education, 
and  the  like,  are  given. 

The  facts  for  particular  Italian  cities  are  to  be  found  in  the 
BUanci  Comtmalij  published  by  the  Ministry  of  Agriculture, 
Industry,  and  Commerce.  The  first  number  appeared  in 
1868,  and,  with  few  exceptions,  it  has  been  issued  each  year 
since  that  time,  though  with  some  changes  in  the  system  of 
classification.  As  now  presented,  there  are  ninety  items  of 
receipts,  grouped  together  under  ten  main  heads,  and  one 
hundred  and  seventy  items  of  expenditure,  grouped  under 
eight  main  heads.  The  large  number  of  items  of  expenditure 
is  caused  by  the  triplication  of  each  item  under  each  of  the 
three  divisions  of  obligatory, /acofto^fve,  and  extraordinary 
expenditures.  In  accordance  with  this  elaborate  scheme  the 
figures  are  given  for  all  of  the  communes  in  each  compart- 
ment, and  also  for  the  chief  town  in  each  province.  The 
latter  include  all  of  the  considerable  towns  in  Italy,  and  there 
are  thus  presented  for  the  comparative  study  of  the  municipal 
finances  of  these  towns  both  detailed  statistical  data  and  the 
totals  for  the  main  heads  of  receipts  and  expenditures. 

The  arrangement  and  grouping  of  the  figures  can,  however, 
be  criticised.  The  towns  are  arranged  in  alphabetical  order 
by  provinces,  with  the  aggregate  figures  for  each  province  in 
alternate  columns  with  the  figures  for  the  chief  towns.  Thus 
adjacent  figures  in  the  tables  are  not  at  all  those  likely  to  be 
compared,  as  would  be  the  case  were  the  statistics  for  the 
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large  towns  grouped  in  one  Beparate  aeries  of  tables  haying 
the  towns  arranged  in  the  order  of  their  popoiation.  Another 
disadvantage  is  the  absence  of  any  per  capita  figures  or  of  any 
statement  of  municipal  indebtedness.  It  is  also  clear  that  the 
value  of  the  compilation  would  be  much  increased,  were  it  to 
include,  in  addition  to  finance  statistics,  the  most  important 
facts  of  municipal  equipment  and  the  results  accomplished  by 
the  various  municipal  departments.  These  would  make  clear 
how  far  differences  in  expenditure  in  different  cities  were 
justified  by  the  different  scope  of  work  undertaken. 

The  JLocal  Taxation  Returns^  prepared  by  the  English 
Local  Government  Board,  present  a  mass  of  information 
concerning  the  financial  operations  of  the  local  authorities  in 
England  even  more  complete  than  that  presented  in  the 
Italian  JSilanci  Camunali  and  the  French  SitucUian  Finan- 
ciire  des  Commtmes.  Such  financial  statements  for  the  Eng- 
lish Poor  Law  authorities  have  been  prepared  and  published 
annually  since  the  establishment  of  the  Poor  Law  Board  in 
1884;  but  it  is  only  since  the  creation  of  the  Local  Govern- 
ment Board  in  1871  that  returns  from  all  the  various  local 
authorities  have  been  collated. 

The  English  local  government  system  presents,  in  its  con- 
fusing chaos  of  authorities,  a  striking  contrast  to  the  simple 
and  machine-like  administrative  system  in  France  and  Italy. 
This  confusion  of  authorities  necessarily  affects  seriously  the 
character  of  the  financial  statements.  In  consequence,  the 
statistics  of  municipal  finance  cannot  be  found  in  one  series 
of  tables.  Poor  relief  and  public  schools  form  distinct  series 
of  tables,  and  are  entirely  excluded  from  the  municipal  ac- 
counts ;  while  the  latter  are  not  presented  as  a  whole,  but  are 
sharply  divided  into  borough  accounts  and  urban  sanitary 
district  accounts.  The  county  boroughs  have  still  another 
division,  known  as  the  Exchequer  contribution  accounts.  In 
addition  there  are  in  many  towns  q)ecial  authorities  dealing 
with  specific  municipal  functions, —  burial  boards,  baths  com- 
missioners, library  trustees,  market  conmiissioners,  bridge  and 
ferry  trustees,  joint  boards, —  and  the  accounts  of  these  are 
also  distinct  and  independent  of  the  municipal  accounts. 
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This  sitaation  makes  impossible  the  presentation  of  anj 
figures  showing  the  total  monioipal  receipts  and  expenditures 
for  partioolar  towns ;  and,  in  fact,  no  attempt  is  made  in  this 
direction.  Bat  complete  details  as  to  receipts  and  expendi- 
tures for  all  the  manifold  fields  of  local  goyemmental  activity 
are  presented,  in  which  the  ordinary  financial  operations  are 
carefully  distinguished  from  accounts  dealing  with  loans  and 
investments  of  capital.  The  arrangement  of  the  large  towns 
into  three  groups  —  county  boroughs,  municipal  boroughs,  and 
urban  districts  not  boroughs  —  is  an  important  step  in  the 
direction  of  a  scientific  classification ;  but  within  each  of  these 
divisions  the  arrangement  is  geographical.  No  per  capita 
figures  are  given,  nor  are  the  financial  statistics  supplemented 
by  other  information  concerning  the  operations  of  the  various 
authorities. 

In  addition  to  the  detailed  figures  for  the  many  local 
authorities,  tables  of  aggregates  for  the  entire  kingdom  are 
appended.  These  show  the  total  receipts  and  total  expendi- 
tures by  each  class  of  local  authority,  the  total  receipts  by  all 
authorities  from  each  of  the  principal  sources  of  revenue,  and 
the  total  outgo  by  all  authorities  for  each  of  the  important 
departments  of  expenditure.  These,  again,  are  differentiated 
into  ordinary  operations  and  those  arising  out  of  loan  transac- 
tions. 

Much  the  best  collection  of  municipal  statistics  is  presented 
in  the  Statistisches  Jahrbuch  Deutscher  StOdte.  This  was  first 
published  in  1890,  and  has  been  continued  at  almost  yearly 
intervals  since,  the  last  number  appearing  in  1897.  It  is  pre- 
pared, not  by  the  central  government,  but  through  the  col- 
laboration of  statistical  officers  in  the  large  cities,  under  the 
general  editorship  of  M.  Neefe,  the  director  of  the  statistical 
bureau  of  Breslau.  The  Jahrbuch  is  composed  of  a  large 
number  of  chapters,  each  dealing  with  a  special  field  of  mu- 
nicipal activity.  Thus  there  are  chapters  on  fire  protection, 
street  cleaning,  street  lighting,  parks,  charities,  water- 
works, baths,  savings-banks,  education,  libraries,  taxation, 
and  other  municipal  functions.  There  are  also  chapters 
giving  general  information  about  city  conditions,  such  as  those 
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on  local  transportatioii,  trade,  shipping,  post  and  telegraph 
basinem,  population,  dwellings,  and  even  the  classification  of 
population  by  occupations  and  by  incomes.  The  first  rolnme 
contained  seyenteen  chapters;  but  additions  have  been  made 
in  each  number,  so  that,  although  every  subject  is  not  treated 
in  each  number,*  the  sixth  volume  has  thirty  different  chapters. 

Bach  chapter  is  prepared  by  one  of  the  collaborating  editors, 
who  frames  the  tabulation  schemes  and  collects  the  informa- 
tion from  the  various  cities.  The  tables  thus  prepared,  of 
which  there  are  several  on  each  subject,  contain  detailed 
information  on  the  equipment  of  the  various  departments,  of 
the  amount  of  work  actually  accomplished,  and  of  the  financial 
conditions.  Thus  in  the  chapter  on  water-works  there  are 
tables  giving  the  length  of  water  mains  (distinguishing  the 
supply  and  the  distributing  pipes),  the  number  of  houses  con- 
nected and  the  number  not  connected  with  the  water  pipes, 
the  total  water  supply  and  its  distribution  for  public  services, 
municipal  buildings,  and  private  undertakings.  Additional 
tables  show  the  financial  operations  of  the  water-works, —  the 
receipts  from  different  sources,  the  expenditures  for  adminis- 
tration, maintenance,  additions,  interest,  and  amortisation  of 
debt,  with  net  results,  distinguishing  those  for  the  complete 
transactions  from  those  for  ordinary  operation.  Everywhere, 
too,  totals  are  supplemented  by  per  capita  and  comparative 
figures.  The  other  chapters  present  no  less  complete  and 
interesting  information  concerning  the  subjects  with  which 
they  deaL 

The  StatistMches  Jahrbuch  deals  only  with  the  cities  of  over 
fifty  thousand  population.  The  earlier  volumes  arranged  the 
cities  in  order  of  population ;  but  in  the  last  number  this  has 
been  changed  to  an  alphabetical  arrangement,  which  neces- 
sarily separates  from  each  other  the  figures  which  are  most 
likely  to  be  compared.  The  single  criticism  which  can  be 
made  on  the  work  is  the  absence  of  any  summary  tables  of 
receipts  and  expenditure.    It  is,  of  course,  true  that  totals 

•  TlivB  the  labjeots  of  ICarkets  and  Polioe  hate  eaeh  been  treated  tn  but  a 
■inirle  number.  In  tbe  case  of  polioe  thlB  is  probably  due  to  the  fact  that  In  most 
of  the  larger  oities  the  poUoe  foroe  in  not  under  the  municipal  goTomment,  bat  if 
managed  direotty  by  the  central  goTernment. 


Digitized  by  VjOOQIC 


N0TB8  AND  MEMORANDA  849 

of  thb  kind  are  baaed  on  such  different  oonditions  in  the 
yariouB  cities  as  to  be  onsafe  for  general  comparisons ;  but  it 
would  be  of  advantage  to  indicate  the  total  receipts  and 
expenditures  for  the  sake  of  completeness  in  the  information 
for  each  city  and  for  use  in  comparing  derelopment  from  year 
to  year. 

The  OesterreichUches  Stddtebuch  (prepared  by  the  Austrian 
Statistical  Central  Commission),  the  serenth  volume  of  which 
appeared  in  ISO?,  presents  just  such  a  series  of  summary 
financial  tables  for  fifty  of  the  largest  cities  in  the  Austrian 
monarchy,  arranging  the  cities  in  order  of  population.  These 
summary  tables,  moreover,  include  not  only  statistics  for  the 
single  year,  but  tables  are  given  for  each  year  of  the  preceding 
decade,  thus  making  possible  a  rapid  comparison  of  the  devel- 
opment of  municipal  finances  within  that  period* 

In  all  other  respects,  however,*  the  Oesterreichisehes  StddtS" 
buck  is  distinctly  inferior  to  the  StatUiisehes  Jahrhuch 
DeutBcher  StOdte.  Although  the  detailed  figures  deal  only 
with  twenty-two  cities  compared  with  fifty-five  in  the  Oerman 
work,  it  forms  a  much  larger  volume  (700  pages  as  against 
888) ;  but  there  are  no  real  comparisons  of  the  various  lines  of 
municipal  action.  In  place  of  chapters  on  the  various  munic- 
ipal functions  there  are  sections  on  each  of  the  cities,  each 
section  being  subdivided  into  various  divisions.  If  the  infor- 
mation for  each  city  was  complete,  this  method  of  arrange- 
ment would  make  the  volume  of  little  more  use  than  a  series 
of  municipal  documents  for  each  city  bound  together  in  one 
volume.  The  student  of  comparisons  must  search  through  the 
volume  for  the  facts  of  interest  to  him,  and  prepare  his  own 
tables  from  such  figures  as  he  may  find.  Further,  the  report 
for  each  city  by  no  means  gives  such  complete  and  detailed 
information  as  to  all  the  various  municipal  functions  as  do  the 
chapters  in  the  German  year-book.  Population  details  (in- 
cluding the  movement  of  population),  educational  statistics, 
figures  of  food  consumption,  and  summary  financial  state- 
ments, are  given  for  each  city  at  length.  In  a  few  cases 
some  other  matters  are  included,  such  as  poor  relief  and  pub- 
lic lighting ;  but  these  are  exceptional,  and  there  is  no  attempt 
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to  make  the  information  for  any  city  oover  all  the  nndertak- 
ings  of  the  mmdcipality. 

The  Bureau  of  Indiuitriea  onder  the  Ontario  Department 
of  Agriculture  publishes  annually  a  report  on  municipal  statis- 
tics for  the  Province  of  Ontario.  This  gives  the  statistics  of 
assessment  and  taxation  (showing  also  per  capita  taxation), 
of  receipts  and  expenditures,  and  of  assets  and  liabilities. 
The  municipalities  are  classified  as  counties,  townships,  towns, 
villages,  and  cities ;  and  figures  are  giv^i  both  for  the  separate 
municipalities  and  aggregates  for  each  class.  The  classifica- 
tion of  receipts  and  expenditures  is  not  well  adapted  for  com- 
parative purposes.  Several  departments  are  often  combined 
in  one  item— >  such  as  water -works  and  fire  protection  —  a 
system  which  makes  impossible  a  comparison  of  either  of  the 
factors  thus  united*  Receipts  from  loans  and  payments  for 
construction  works  are  given  separately  in  the  tables ;  but  they 
are  included  in  the  single  set  of  totals  for  each  municipality, 
so  that  it  is  not  possible  to  compare  the  total  ordinary 
expenditure  of  difiEerent  cities. 

Criticise  as  we  may  these  foreign  publications,  we  must  not 
forget  the  fact  that  in  every  case  mentioned  the  problem  has 
been  attacked  with  an  appreciation  of  its  importance,  and  that 
what  has  been  done  is  far  ahead  of  anything  thus  far  accom- 
plished in  the  United  States.  It  is  from  a  study  of  the  results 
accomplished  in  other  countries  and  by  the  adaptation  of  what 
is  best  in  all  that  the  Department  of  Labor  may  hope  to  pre* 
pare  valuable  information  for  the  cities  of  the  United  States. 

JoHK  Abchibald  Faiblie. 
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Mbsbbs.  Maomillan  annoimoe  for  early  pnblioation  the 
third  and  concluding  volume  of  the  Dictionairy  of  PoUHcal 
Ec4momy^  edited  by  Mr.  R.  H.  L  Palgrare.  The  suooessful 
completion  of  thifl  large  undertaking  earns  for  the  editor  the 
gratitude  of  students  of  economics  the  world  over. 


Ths  house  of  F.  Alcan,  Paris,  has  publiahed  during  the 
quarter  an  important  contribution  to  the  history  of  thought 
on  philosophy  and  economics  in  the  Tolume  of  letters  ex- 
changed between  John  Stuart  Mill  and  Auguste  Comte. 


Thb  census  office,  concerning  whose  newly  defined  duties 
and  organization  Commissioner  Carroll  D.  Wright  gives  in- 
formation in  another  columui  will  have  at  its  head,  as  director, 
Mr.  W.  C.  Merriam,  some  time  governor  of  Minnesota.  The 
assistant  director  is  Dr.  F.  H.  Wines,  who  certainly  fiUs  the 
requirement  made  in  the  census  act, —  that  he  shall  be  '*an  ex- 
perienced practical  statistician.''  The  act  provides  also  for 
^five  chief  statisticians,  who  shall  be  persons  of  known  and 
tried  experience  in  statistical  work."  The  appointees  to  these 
responsible  positions,  so  far  as  announced,  are  Mr.  W.  C.  Hunt, 
who  will  have  charge  of  population  statistics;  Mr.  W.  A. 
King,  for  vital  statistics ;  Mr.  L.  G.  Powers,  for  agriculture ; 
and  Professor  W.  F.  WiUcox,  of  Cornell  University,  who  will 
take  part  in  general  administration  and  supervision.  Of  these, 
Messrs.  King  and  Hunt  have  already  had  valuable  experience 
with  preceding  federal  census  enumerations,  Mr.  Powers  has 
done  excellent  statistical  work  as  labor  commissioner  in  Min- 
nesota, and  Professor  WiUcox  has  an  established  reputation  as 
a  writer  on  statistical  subjects.  The  appointments  give  the 
best  promise  of  thorough  work. 

The  whole  subject  of  the  scope  and  method  of  the  census  is 
discussed  in  the  newly-issued  publication  of  the  American  Eco- 
nomic Association  on  The  Federal  Ceneue^  a  collection  of 
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oritioal  esaajB  on  the  Beveral  phases  of  the  enameration,  pre- 
pared by  highly  competent  hands,  and  invalaable  for  all  who 
would  use  the  census  material  of  the  past,  or  may  hare  to  do 
with  the  collection  of  such  material  in  the  future.  The  vol- 
ume is  the  result  of  the  active  work  of  a  committee  of  the 
Association,  of  which  Professor  Richmond  Mayo-Smith  was 
chairman ;  and  it  has  been  edited  by  another  member  of  the 
committee,  Professor  Willcox. 

Another  valuable  addition  to  the  literature  on  the  census  is 
in  preparation,  and  nearly  completed,  in  the  shape  of  an  ex- 
haustive memoir  on  The  SUtory  and  Growth  qf  the  federal 
Cenm4$,  by  Messrs.  Carroll  D.  Wright  and  W.  C.  Hunt.  It  is 
expected  that,  with  the  sanction  of  Congress,  the  memoir  will 
be  published  during  the  coming  winter. 


The  Mfth  Annual  Abstract  of  the  Zabor  Statistics  of  the 
Vhited  Kingdom^  bearing  the  belated  date  of  Februaiy,  1899, 
brings  new  evidence  of  the  rare  combination  of  scientific  in- 
genuity and  tact  which  enables  the  Commissioner  for  Labor 
to  present  this  annual  summary  of  a  vast  mass  of  hetero- 
geneous details  with  the  clearness  and  skill  that  make  a  public 
document  appeal  both  to  the  trained  student  and  to  the  ordi- 
nary citizen.  Hitherto  the  Abstract  has  appeared  in  the  late 
autunm,  and  has  contained  no  information  less  than  about  ten 
months  old.  This  further  delay  in  publication  is,  therefore,  in 
part,  a  useful  innovation,  inasmuch  as  it  has  made  possible  the 
addition  of  statistics  for  1898  in  the  case  of  forty-two  of  the 
tables  relating  to  current  conditions  of  labor  and  employment. 

Unfortunately,  the  tables  devoted  to  workmen's  organiza- 
tions—  trade-unions,  co-operative  societies,  and  friendly  so- 
cieties —  give  scarcely  any  information  later  than  1897 ;  but 
they  offer  interesting  statistical  comparisons  for  a  considerable 
series  of  previous  years.  It  appears  from  these  statistics  that 
the  total  number  of  trade-unions  in  the  United  Kingdom  rose 
steadily  from  1,208  in  1892  to  a  maximum  of  1,808  in  1896> 
and  declined  again  to  1,287  in  1897.  The  total  membership 
of  these  unions,  on  the  other  hand,  steadily  declined  from 
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1,500,451  in  1892  to  1,404,898  in  1895,  then  suddenly  rose  in 
1896  to  1,491,007,  and  in  1897  to  1,609,909. 

Detailed  analysis  of  one  hundred  principal  unions,  with  a 
membership  of  1,059,609  in  1897,  shows  during  this  period 
corresponding  changes  in  financial  strength,  indicated  by  the 
fact  that  the  funds  in  hand  rose  to  considerably  more  than 
£2  per  head  at  the  end  of  the  years  1896  and  1897.    The 
lowest  annual  expenditure  per  member  of  these  one  hundred 
unions  since  1892  was  25«.  Sd.  in  1896;  the  highest,  40«.  lyi. 
in  1898,  the  amount  in  1897  being  85«.  4^^.    The  largest 
single  item  of  expenditure  is  that  of  unemployed,  travelUng, 
and  emigration  benefits,  which  declined  to  the  exceptionally 
low  figure  of  bs.  lid.  in  1896,  and  rose  again  in  1897  to  10«. 
2}c2.,-^a  more  normal  figure  for  the  period  in  question.    Dis- 
pute benefit  is  second  in  size  and  importance,  and  necessarily 
varies  much  from  year  to  year.    During  this  period  dispute 
benefit  was  heaviest  in  1898  and  1897,— 12«.  2d.  and  Ss.  2^ 
per  member,  respectively.    It  was  lightest  in  1896, — 8«.  2^. 
Sick  and  accident   benefits  represented   an  expenditure  of 
5«.  Id.  in  1897,  oscillating  about  this  sum  for  the  whole  period 
with  remarkably  little  variation.    Superannuation  benefit,  on 
the  other  hand,  has  crept  up  steadily  from  2s,  8}^.  per  mem« 
ber  in  1892  to  28.  11^.  in  1896,  and  2«.   lO^d.  in  1897. 
Funeral  benefit  in  1897  called  for  an  expenditure  of  Is.  Qyi. 
per  member ;  and  this,  again,  shows  almost  no  variation  from 
year  to  year.    Miscellaneous  *' other  benefits  and  grants  to 
members  "  vary  largely  from  a  minimum  of  less  than  a  shilling 
per  member  in  1895  to  2s.  U^L  in  1894.    Finally,  <*  working 
and  other  expwises  ^  show  an  almost  constant  charge,  dosely 
approximating  6s.  6dl,  and  reaching  a  maximum  of  6s.  OyL 
in  1897.    Such  statistics  sufficiently  attest  the  strength  and 
vitality  of  the  trade-union  moTcment. 
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March. 


X.    HISTORY,  BIOGRAPHY,  AND   DESCRIPTION. 


BOBOIUB  (M.).  Mannheim  und  die 
Entwickelung  des  sudwestdeut- 
schen  Getreldehandels.  I.  Gro- 
schichte;  IL  Gegenwartiger  Zu- 
stand.  [In  Abhandl.  der  Badi- 
schen  Hochschulen.]  Freiburg: 
J.  C.  B.  Mohr.  8to.  pp.  247, 126. 
6  m.,  8  m. 

CiLLBULS  (Alf.  des).  Histoire  et 
B^g^me  de  la  Grande  Industrie  en 
France  aux  XVIP  et  XVIII« 
Si^cles.  Paris:  Giard  A  Bri^re. 
8vo.    pp.279.    8f. 

Dix  (Arthur).  Wurzeln  der  Wirth- 
schaft.       Skizzen   und  Studien. 


Leipzig:  Freund  A  Wittig.  8yo* 
pp.  288.    4  m. 

Dbap^  (A.).  Kecherches  sur  THis- 
toire  des  Corps  d'Arts  et  Metiers 
en  Roussillon  sous  TAncien  R^ 
gime.  Paris:  Rousseau.  8to. 
pp.  286. 

Ehbbbbo  (K.  Th.).  Yerfkssungs-, 
Verwaltungs-,  und  Wfarthschafts- 
geschichte  der  Stadt  Strassburg 
bis  1681.  1  Band.  Strassburg: 
J.  H.  K  Heitz.  8to.  15  m. 
[Announced.] 

Fagiobz  (Gustave).  Documents 
relatifs  &  THistoire  de  I'Industrie 
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et  du  Commeret  en  France.  I. 
Depnis  le  I«  SiMe  avant  J.  C. 
jpaqxi'k  U  Fin  du  XIU«  Si^cle. 
Paris:  A.  PIcard.    8yo.    pp.  413. 

IlTAMA  -  Stebitbgg  (E.  Th.). 
DenUche  WirthschafUgeschichte. 
3  Band:  die  letzten  Jabrhiinderte 
des  Mlttelalters,  1  Theil.  Leipzig : 
Dnncker  A  Humblot.  8yo.  pp. 
476.    12  m. 

J0KS8  (R.  J.  Coraewall).  The  Brit- 
ish Merchant  Serrice:  A  History 
of  the  Mercantile  Marine  from  the 
Eariiest  Times  to  the  Present  Day. 
London:  Sampson  Low,  Marston 
A  Co.    8vo.    Illustr.     14s. 

LoirrcHiBKY  ( J . ).  La  Petite  Propri- 
iU  en  France  avant  la  Revolution 
et  la  Vente  des  Biens  Nationaux. 
Paris:  Champion.    12mo. 

MacPhsbson  (H.  C).  Adam 
Smitk.  [In  Famous  Scots  Series.] 
London:  Oliphant,  Anderson  A 
Co.    8to.    pp.  100.    Is.  Qd. 

Mabtin  (G^ermain).  La  Grande  In- 
dustrie sous  le  Rfegne  de  Louis 
XIV.  Paris:  Rousseau.  8vo.  pp. 
446.    9fr. 

Sabgent  (A.  J.).  The  Economic 
Policy  of  Colbert.  [In  Studies  of 
the  London  School  of  Poiit.  Sci.] 
London:  Longmans,  Green  A  Co. 
8to.    28.  6d. 

Stubbs  (C.  W.).  Charles  Kingsley 
and  the  Social  MoTement.  [In 
Victorian  Era  Series.]  London: 
Blackle.    8to.    pp.  200.    2s.  6d. 

TiL8LBT(JohnL.).  Die  Entstehung 
nnd  die  okonomischen  Grundsatse 


der  Chartistenbewegung.  [In 
Conrad's  AbhandL]  Jena:  G. 
Fischer.    8vo.    pp.  160.    3.60  m. 

Wabheb  (G.  T.).  Landmarks  of 
English  Industrial  History.  Lon- 
don: Blackle.    8vo.    pp.376.    6s, 

Wolff  (Bmil,  Prof.).  Gnmdriss 
der  preussisch-deutschen  sodal- 
poliUschenund  Volkswirthschafts- 
Geschichte,  1640-1808.  Berlin: 
Weidmann.  8Ya   pp.239.  a60m. 


In  PeriodicalB, 

Bbbtsio  (Kurt).  Staat  und  Stande 
in  Frankreich  im  Jahrhundert  der 
Burgerkriege  (1550-1660).  Jahrb. 
Gesetzg.,  23,  Heft  1. 

CuNNiNGHAJi  ( W.).  A  Plea  for  the 
Study  of  Economic  History.  Econ. 
RcT.,  Jan. 

James  (E.  J.).  The  Growth  of 
Great  Cities.  Ann.  Amer.  Acad. 
PoL  and  Soc  SeL,  Jan. 

Matlbkoyits  (A.  Yon).  Die  wirth- 
schaftliche  Entwickelung  Ungams 
seit  1867.  Zeitschr.  Volksw.,  Soc 
Pol.,  und  Verw.,  7,  Heft  4. 

SoHMOLLEB  ( G. ).  Die  Urgeschichte 
der  Ftoiilie,  Mutterrechti  und  G^- 
UlTerfassung.  Jahrb.  Gesetzg., 
23,  Heft  1. 

Stibda  (W.).  Stadtlsche  Finanzen 
im  MitteUdter.  Jahrb.  Nat.  Oek., 
17,  Heft  1. 

SuMNBB  (W.  G.).  The  Cohi  Shil- 
ling of  Massachusetts  Bay.  n. 
Tale  Bey.,  Feb. 


XL    STATISTICS. 


Ambbioan  Ecokouic  Associa- 
tion. The  Federal  Census.  Crit- 
ical Essays  by  members  of  the 
Association.  New  York:  Mac- 
millan  Co.    8to.    pp.  516.    $2. 


In  PeriodicaU. 


BowLBT  (A.  L.).  The  SUtistics  of 
Wages  in  the  United  Kingdom 
dniing  the  last  Hundred  rears. 
I.  Agricultural  Wages.  Joum. 
Roy.  Statist.  Soc,  Dec 


XII.    REPRINTS,  TRANSLATIONS,  AND  NEW  EDITIONS, 


LoBiA  (A.).  The  Economic  Foun- 
dations of  Society.  Translated 
from  the  second  French  edition  by 
li.  M.  Keasbey,  with  new  preface 


by  the  author.    London:  Sonnen- 
schein.    8ya    pp.  402.    8s.  6d. 
MBN0BB  (A.).     Jlie  Right  to  the 
Wliole  Piroduce  of  Labor.    Tnms- 
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QUABTERLT  JOURNAL  OF  ECONOMICS 


Iftted  by  M.  K  Tanner,  with  in- 
trodQCtlon  and  bibiiography  by 
H.  S.  FoxwelL  London  and  New 
York:  Macmillan.  8vo.  pp.  cz, 
207.  08. 
SsuGMAN  (£.  R.  A.).  The  Shifting 
and  Incidence  of  Taxation.  Sec- 
ond reviaed  and  enlarged  edition. 
New  York:  Macmillan  Co.  8yo. 
pp.849.    $8. 


In  Periodic<iU. 

Ammok  (O.).  Some  Applications  of 
the  Doctrine  of  Probability  [to 
social  and  economic  problems]. 
Translated  by  C.  G.  Closson. 
Jonm.  Polit.  Econ.,  March. 


Xni.    NOT  CLASSIFIED. 


Bbmib  (E.  W.,  editor;  with  J.  R. 
Commons,  F.  Parsons,  M.  M. 
Baker,  F.  Perrine,  and  M.  West). 
Municipal  Monopolies:  Papers  by 
the  Several  Collaborators.  New 
York:  T.  Y.  Crowell  A  Co.  8vo. 
pp.  091.    $2. 

CoHV  (Georg).  Gemeinderschaft 
nnd  Hausgenossenschaft.  Stutt- 
gart: F.  Bncke.    8yo.    4  m 

Dayixs  (D.  H.).  The  Cost  of  Mu- 
nicipal Enterprise:  A  Paper  be- 
fore the  Society  of  Arts.  London : 
P.  S.  King  A  Son.    8yo.    2s. 

EoKEH  (J.).  The  Liquor  Problem 
in  its  Economic  Aspects.  With 
Introduction  by  H.  W.  Famam. 
12mo.  Boston:  Houghton,  Mif- 
flin &  Co.    [Announced.] 

Kbopotkiit  (Prince).  Fields,  Fac- 
tories, Workshops.  [Agriculture; 
Small  Industries;  Industrial  Vil- 
lages.] Boston:  Houghton,  Mif- 
flin A  Co.    8vo.    pp.  316.    $8. 

PiLOir  (E.).  Monopoles  Commu- 
nauz.  £clairage,  Distribution 
d'Eau,  Omnibus,  Tramways. 
Etude  de  Droit  Administratif  et 
de  Science  ficonomique.  Paris: 
Giard  &  Bri^re.    8vo.    4.60  fr. 


RiCHARDB  (H.  C.)  and  Patns 
(W.  H.  C).  London  Water  Sup- 
ply: The  History,  Law,  and  Trans- 
actions of  the  Metropolitan  Water 
Companies.  London:  P.  S.  King 
A  Son.    Svo.    pp.  300.    6s. 

Ripley  (W.  Z.).  The  Races  of  Eu- 
rope: A  Sociological  Study.  New 
York:  D.  Appleton  A  Co.  8to. 
pp.  600.     [Announced.] 

In  Periodicalt. 

Cbowsll  (J.  F.).  The  Sugar  Situ- 
ation in  Europe.  Pol.  ScL  Quar- 
terly, March. 

KuBS  (V.).  Die  Abgabenfreiheit 
der  deutschen  Strome  und  die 
deutscheLandwlrthschaft  Jahrb. 
Nat.  Oek.,  17,  Heft  2. 

Maltbie  (M.  R.).  Municipal  Func- 
tions: The  Development,  Scope, 
and  Tendency  of  Municipal  Social- 
ism [a  paper  making  up  the  entire 
number].    Municipal  A£Fairs,  Dec. 

SA.T0U8  (E.).  Die  Reorganisation 
der  franzosischen  FondsbOrsen. 
Jahrb.  Gesetzg.,  28,  Heft  1. 
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JUST  ISSUED. 

DIRECTORY 

OF 

Charitable  and  Beneficent  Organiza- 
tions of  Boston. 


Fourth  Edition.      Revised  and  Enlarged.      ^75  pages. 
i2mo,  cloth,  fi.oo.        Interleaved  for  notes,  $1.2^. 


For  social  students  and  philanthropic  workers  everywhere, 
especially  in  cities,  this  handlxiok  affords  material  for 
interesting:  comparative  study. 

Besides  brief  descriptions  of  over  a  thousand  specific 
agencies  for  charitable,  social,  or  preventive  work,  it 
contains  a  chapter  of 

LEGAL  SUGGESTIONS 

AND  ONK  ON 

LAWS   AS  TO   DWELLINGS, 

which  are  well-considered  digests  of  the  laws  of  Massa- 
chusetts most  intimately  touching  the  lives  of  the  poor. 

The  material  is  classified  so  that  all  societies  of  kin- 
dred aim  are  grouped  together.  Complete  index  by  title 
and  subject. 

Sent  on  receipt  of  price  by  the 

ASSOCIATED    CHARITIES, 
Room  31,  43  Hawkins  Strxbt  (nkar  Bowdoin  Square),  Boston* 
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MUNICIPAL  AFFAIRS. 

$1.00  per  year. 

The  only  magazine  devoted  exclusively  to  the  consideration  of 
municipal  problems  from  the  standpoint  of  the  tax-payer  and  citizen. 

Besides  the  leading  articles,  each  number  contains  a  Biographical 
Index  of  all  the  literature  that  has  appeared  during  the  preceding 
quarter,  thus  making  it  possible  to  ascertain  in  a  few  moments  what 
articles,  pamphlets,  books,  and  reports  have  appeared  upon  any  phase 
of  city  government ;  Digests  of  Periodical  Literature^  which  are  exceed- 
ingly valuable  to  the  busy  reader  who  wishes  to  secure  the  gist  of  the 
best  articles  without  extended  reading ;  and  Book  Reviews  of  the  most 
important  works  by  persons  entirely  familiar  with  the  various  subjects. 
The  December  number,  1898,  is  devoted  to  a  world-wide  sur- 
vey of 

MUNICIPAL  FUNCTIONS: 

A  Study  of  the  Development,  Scope,  and  Tendency  of  Municipal  Socialism. 

BY 

MILO  ROY   MALTBIE,  PH.D. 

87/0 f  22 J  pp.,  index.         Separately,  50  unts  paper ;  $1.00  cloth. 

CONTENTS:  The  Historic  City ;  The  City  of  To-day ;  Protectiye  Fonctiona ; 
Charities;  Education;  Recreation;  Street  Faculties;  Industrial  Fanctlons; 
Causes  of  Increased  Municipal  Activity ;  Future  City  Functions ;  Index. 

The  present  monograph  ...  is  certain  to  attract  very  wide  attention  and  to  be  in 
much  demand  for  purposes  of  reference.  It  is  a  remarkably  thorough  compilation  of 
facts  as  to  the  nature  and  extent  of  actual  municipal  undertakings  in  the  principal 
cities  of  the  world. — Review  of  Reviews. 


AN  UNPARALLELED  OFFER: 

All  subscribers  to  Municipal  Affairs  for  1899  may  secure  a  copy 
of  Weber's 

''GROWTH  OF  CITIES'' 

At  li.oo  per  copy  (I1.50,  cloth),  postpaid. 

This  exceptionally  valuable  work  of  about  500  octaro  paees,  soon  to  be  issued  by 
the  Macmillan  Company  and  sold  for  I3.C0  and  13.50^  has  oeen  described  as  "the 
most  thorough,  comprehensive,  and  scientific  discussion  of  the  subject  yet  presented. 
No  library  is  complete  without  it"     This  offer  expires  May  i. 

Send  for  description  of  this  work  and  other  ^ubUcaHons  of  universal  interest. 


ADDRESS  ALL  COMMUNICATIONS  TO 

COMMITTEE  ON  MUNICIPAL  ADMINISTRATION. 

52  William  Street,  New  Yoric  City. 
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Harvard  Historical  Studies. 

Pnbllfhed  under  the  directkMi  of  the  Depertnent  of  History  end  Qovemaieot 
froai  the  Inoonie  of  the 

HENRY    WARREN    TORREY    FUND. 


The  foUawing  volumes  are  now  ready  or  in  the  press: — 

I.  THE  SUPPRESSION  OF  THE  AFRICAN  SLAVE-TRADE 
TO  THE  UNITED  STATES  OF  AMERICA,  1638-1870. 
By  W.  K  B.  Du  Bois,  Ph.D.,  Professor  in  Wilberforce  Uni- 
versity.    8vo.     pp.  xi-33S.     $1.50  net. 

II.  THE  CONTEST  OVER  THE  RATIFICATION  OF  THE 
FEDERAL  CONSTITUTION  IN  THE  STATE  OF  MAS- 
SACHUSETTS. By  S.  B.  Harding,  A.M.,  Assistant  Professor  of 
History  in  Indiana  University.     8vo.    pp.  vi-194.    $1.25  net. 

III.  A  CRITICAL  STUDY  OF  NULLIFICATION  IN  SOUTH 
CAROLINA.  By  D.  F.  Houston,  A.M.,  Adjunct  Professor  of  Po- 
litical Science  in  the  University  of  Texas.  Svo.  pp.  x-169.  I^-^S  net, 

IV.  NOMINATIONS  FOR  ELECTIVE  OFFICE  IN  THE  UNITED 
STATES.  By  Frederick  W.  Dallinger,  A.M.,  Member  of 
the  Massachusetts  Senate ;  formerly  Secretary  of  the  Republican 
City  Committee  of  Cambridge,  Massachusetts.  Svo.  pp  xiv-290. 
$1.50  net, 

V.  A  BIBLIOGRAPHY  OF  BRITISH  MUNICIPAL  HISTORY, 
INCLUDING  GILDS  AND  PARLIAMENTARY  REPRE- 
SENTATION. By  Charles  Gross,  Ph.D.,  Assistant  Professor 
of  History  in  Harvard  University.  Svo.  pp.  xxxiv-461.  $2,^0  net, 

VI.  THE  LIBERTY  AND  FREE  SOIL  PARTIES  IN  THE 
NORTHWEST.  By  Theodore  C.  Smith,  Ph.D.,  Instructor  in 
Vassar  College.     Svo.  pp.  xi-3Si.     $1.75  net. 

VII.  THE  PROVINCIAL  GOVERNOR  IN  THE  ENGLISH 
COLONIES  OF  NORTH  AMERICA.  By  Evarts  Boutbll 
Greene,  Ph.D.,  Professor  of  History  in  the  University  of  Illinois 
Svo.  pp.  x-292.     $1.50  net. 

VIII.  THE  HISTORY  OF  THE  PALATINATE   OF  DURHAM. 
By  G.  T.  Lapsley,  Ph.D.    In  press. 


LONGMANS,  GREEN  &  CO.,  Publishers, 

91  and  93  Fifth  Avenue,  New  York. 


LOHDOV  AHD  BOMBAY. 
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SERIAL  PUBLICATIONS 

OF 

HARVARD  UNIVERSITY. 


Harvard  Oriental  Series.  Under  the  direction  of  the  Department  of  Indo- 
Iranian  Languages.  Vols.  I.-III.  have  been  issued.  For  information  address 
Publication  Agent,  Harvard  University,  Cambridge,  Mass. 

Harvard  studies  in  Classical  Philology.  Edited  by  a  committee  of  the  In- 
structors in  Classics.  One  volume  issued  yearly.  Vols.  I.~VII.  have  been 
issued.     Price,  per  vol.,  ^1.50.     Published  through  Messrs.  Ginn  ^  Co.^  Boston, 

Studies  and  Notes  in  Philology  and  Literature,  Under  the  direction  of  the 
Modem  Language  Departments.  Vol.  I.,  |i.oo.  Vol.  II.,  1^1.50.  Vol.  III., 
1^4.00.     Vol.  IV.,  I1.50.     Published  throttgh  Messrs,  Ginn  ^  Co.^  Boston, 

Harvard  Historical  Studies.  Under  the  direction  of  the  Department  of  History 
and  Government.  Vols.  I.-VII.  have  been  issued.  Published  through  Messrs* 
Longmans,  Green  &*  Co.,  New  York, 

The  Quarteriy  Jounud  of  Economics.  Under  the  direction  of  the  Department 
of  Political  Economy.  Vols.  I.-XII.  have  been  published.  Subscription,  I2.00 
a  year.    Published  through  George  H.  Ellis,  Boston, 

Publications  of  the  Astronomical  Observatory.  Thirty-seven  volumes  of 
Annals  have  been  issued;  Silver  Prints  of  photographs;  Lantern  Slides. 

For  information  address  Publication  Agent,  Harvard  University,  Cambridge, 
Mass. 

Publications  of  the  Museum  of  Comparative  Zodlogy.  Bulletins*  Vols. 
I.~XXX.;  Memoirs*  Vols.  I.-XXII.,— have  been  published.  For  price  list 
apply  to  the  Director  of  the  Museum  of  Comparative  Zodlogy,  Cambridge 
Mass. 

Contributions  from  the  Zoological  Laboratory  of  the  Museum  of  Com- 
parative Zodlogy  are  published  in  part  in  the  Bulletin  of  the  Museum,  in  part 
elsewhere.  For  information  apply  to  Professor  E.  L.  Mark,  Museum  of  Com- 
parative Zodlogy,  Cambridge,  Mass. 

Publications  of  the  Peabody  fluseum  of  American  Archeology  and 
Ethnology.  Arclueological  and  Ethnological  Papers,  five  numbers; 
riemoirs,  one  number,  issued.  For  price  list  address  Peabody  Mussvif, 
Cambridge,  Mass. 
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PUBLICATIONS 

OF  THK 

AMERICAN  ECONOMIC  ASSOCIATION. 


NEW  SERIES. 

No.  I.    The  Cotton  Industry :  An  Essay  in  American  Economic  History.    By 
M.  B.  Hammond,  Ph.D.    Price  $150;  doth^  $2.00. 


ECONOMIC    STUDIES. 

[issued  bi-monthly.] 
VOLUME  II. 


Handbook  and  Report  of  the  Ninth  Annual  Meeting.     Price  50  cents. 
No.  X.     Economics  and  Jurisprudence.     By  Henry  C.  Adams,  Ph.D.    Price  50  cents. 
No.  a.    The  Saloon  Question  in  Chicago.    By  John  E.  George,  Ph.B.    Price  50  cents. 
No.  3.    The  General  Property  Tax  in  California.    By  Carl  C.  Plehn,  Ph.D.    Price 

50  cents. 
No.  4.    Area  and   Population  of  the  United  States  at  the  Eleventh  Census. 

By  Walter  F.  Willcox,  Ph.D.    Price  50  cents,     • 
No.  5.    A  Discussion  concerning  the  Currencies  of  the  British  Plantations  in 

America,  etc.    By  William  Douglass.    Edited  by  Charles  J.  Bullock,  Ph.D. 

Price  50  cents. 
No.  6.     Density  and   Distribution  of  Population  in  the   United  States    at  the 

Eleventh  Census.    By  Walter  F.  Willcox,  Ph.D.    Price  50  cents, 

VOLUME  III. 

Handbook  and  Report  of  the  Tenth  Annual  Meeting.    Price  50  cents. 

No.  X.    Government  by  Injunction.    By  William  H.  Dunbar,  A.M.,  LL.B.    Price 

50  cents. 
No.  a.    Economic  Aspects  of  Railroad   Receiverships.    By  H.  H.  Swain,  Ph.D. 

Price  50  cents 
No.  3.    The  Ohio  Tax  Inquisitor  Law.    By  T.  N.  Carver,  Ph.D.    Price  50  cents. 
No.  4.    The  American   Federation  of    Labor.     By    Morton   A.  Aldrich,   Ph.D. 

Price  50  cents. 
No.  5.    The  Housing  of  the  Working  People  in  Yonkers.    By  Ernest  L.  Bogart, 

Ph.D.     Price  50  cents. 
No.  6.    The   State   Purchase  of  Railways  in  Switzerland.    By  Horace  Micheli. 

Translated  by  John  Cummings,  Ph.D.    Price  50  cents. 


Price  of  each  of  the  first  ten  volumes  of  Monographs^  unbound^  $4.00.  Bound 
in  c/othj  $S'00  for  a  single  volume^  $4,00  for  each  additional  volume.  The  set 
of  ten  bound  volumes,  $41.00,  sent  prepaid.  Price  of  volume  eleven  unbound, 
%2.oo;  bound  in  cloth,  $2.^0,  Price  of  each  volume  of  Studies,  unbound,  $2,^0; 
bound  in  cloth,  $j.oo.  Any  bound  volume  will  be  sent  postpaid  to  members  for 
73  cents  in  addition  to  the  unbound  numbers,  if  returned  prepaid  in  good 
condition.  Copies  are  also  offered  in  half  morocco,  at  30  cents  per  volume 
additional  to  the  price  in  cloth. 

Separate  subscriptions  by  non-members,  libraries,  etc,  for  the  Studies,  $230 
per  year,  or  $4,00  for  all  the  publications.  Any  single  Monograph  may  be 
obtained  at  the  price  given  in  the  list. 

One-sixth  Discount  to  Members  and  Subscribers  on  all  Orders, 


Address  subscriptions,  applications  for 
membeiship,  and  inquiries  to 

THE   SECRETARY 

of  the  American  Economic  Association, 
Ithaca,  N.Y. 


Address  orders  for  Studies  and  Mono- 
graphs to  the  publishers, 

THE  MACMILLAN  CO., 

66  Fifth  Avenue,  New  York. 
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Harvard  University. 

COURSES  IN  HISTORY  AND  POLITICAL  SCIENCE 

for  1898-99. 


[The  following  are  full  courses  running  through  the  year,  unless  otherwise  stated. 
Courses  omitted  in  one  year  are  usually  given  in  the  year  following.] 
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EXPANSION  AND  PROTECTION. 

Ottk  war  seems  to  be  over,  and  its  consequences  haye 
begun.  The  change  in  our  national  policy  which  has 
agitated  us  so  much,  and  which  ought  perhaps  to  have 
agitated  us  more,  is  an  accomplished  fact.  We  have 
crossed  the  Rubicon,  perhaps  unwisely,  but  beyond  aU 
hope  of  retreat.  Some  are  terrified,  and  some  are  exul- 
tant ;  more,  perhaps,  are  somewhat  dazed.  But  all  seem  to 
realize  that  something  portentous  has  happened,  however 
much  they  may  differ  as  to  what  it  portends.  In  the  pres- 
ent article  I  have  no  intention  of  passing  judgment,  either 
explicitly  or  implicitly,  on  the  general  policy  of  expan- 
sion. The  question  lacks  completely  the  one  element 
necessary  to  command  our  attention.  It  is  res  adjudieata. 
All  the  discussion  in  the  world  will  not  undo  what  we 
have  done  or  relieve  patriotism  of  the  obligation  of  acqui- 
escing in  the  result,  not  sullenly,  but  sympathetically,  as  a 
condition  of  farther  service.  Wisdom  may  be  retrospec- 
tive, but  it  cannot  be  retroactive. 
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Of  course,  this  may  be  interpreted  unsympathetically,  as 
an  ignoble  abandonment  of  principles  in  quest  of  popular- 
ity, an  effort  to  keep  on  the  winning  side  lest  we  be 
spoiled  instead  of  spoilers ;  and  it  is  possible  to  deserve 
such  a  criticism.  He  must  indeed  be  a  novice  in  the 
duties  of  citizenship  who  cannot  accept  defeat  without 
shaking  his  convictions  or  share  in  victory  without  forget- 
ting his  misgivings.  But  the  insistence  upon  convictions 
and  the  expression  of  misgivings,  which  are  a  duty  while 
action  is  pending,  become  an  impertinence  when  action  is 
past. 

I  say  so  much  at  the  outset  because  the  purpose  which 
I  have  in  view  will  require  some  review  of  recent  events, 
and  the  passions  of  the  hour  can  easily  divert  attention 
from  the  real  point.  It  should  hardly  be  necessary  to 
state  further  that  but  one  among  many  consequences  of 
our  recent  action,  and  not  the  most  important  one,  is  here 
dealt  with.  Any  good  or  harm  which  expansion  may  do 
us  in  connection  with  protection  may  be  much  more  than 
counterbalanced  in  other  quarters.  The  considerations 
here  advanced  will  therefore  furnish  no  sufficient  basis  for 
judging  the  policy  of  expansion;  and  even  within  the 
narrower  field  they  make  no  pretensions  to  completeness. 
My  purpose  is  to  be  suggestive  rather  than  exhaustive. 

The  events  of  the  last  few  months  will  always  be  mem- 
orable as  illustrating  the  rapidity  with  which  changes  of 
public  opinion  regarding  the  most  firmly  established  prin- 
ciples of  our  national  policy  may  be  effected  under  favor- 
ing conditions.  No  article  of  our  political  creed  has 
seemed  more  certain  than  the  Monroe  Doctrine,  a  modus 
Vivendi  between  the  two  hemispheres  founded  on  mutual 
recognition  and  forbearance.  This  was  unanimously  ac- 
cepted by  the  American  people  until  the  first  of  May  of 
the  year  1898.  And  yet  it  was  abrogated  in  spirit  by  this 
same  people,  perhaps  as  early  as  the  first  of  June.  This 
naturally  suggests  the  question  whether  like  surprises  are 
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in  store  for  us  in  connection  with  other  principles  which 
seem  firmly  established  in  the  popular  mind.  Protection 
is  certainly  a  chief  citadel  in  our  Zion.  It  has  been 
attacked  from  the  very  first  with  the  utmost  energy  and 
persistence  by  enemies  of  resource ;  yet,  though  sometimes 
sore  beset  and  seemingly  doomed  to  succumb,  it  has  so 
far  baffled  its  beleaguerers,  and  looks  to-day  more  impreg- 
nable than  ever.  The  protectionist  of  course  sees  in  this 
triumph  of  his  principle  the  recognition  of  its  justice 
and  the  expression  of  a  determination  on  the  part  of  the 
people  not  to  sacrifice  its  advantages;  while  the  free 
trader  sees  in  it  the  clash  of  class  interests  and  the 
continual  triumph  of  the  shrewd  and  well-organized  few 
over  the  short-sighted  and  unorganized  many.  Without 
ranging  ourselves  on  either  side  of  the  controversy,  let 
us  note  the  principal  incidents  and  characteristics  of  the 
struggle. 

The  American  protective  policy  may  be  fairly  ascribed 
to  Alexander  Hamilton.  The  reasons  he  assigned  for  his 
famous  proposal  were  such  as  he  thought  would  weigh 
with  men  whom  he  must  persuade,  but  could  not  take 
wholly  into  his  counsel.  The  reason  which  really  actu- 
ated him  may  best  be  inferred  from  his  policy,  then  mis- 
understood, but  now  seen  to  have  been  followed  with 
marvellous  singleness  of  purpose ;  namely,  the  consolida- 
tion of  the  American  union  and  the  development  of  the 
national  consciousness.  Financiers  who  were  not  states- 
men have  ridiculed  his  taxes,  which  scarcely  paid  the  cost 
of  collection  and  which  produced  little  but  irritation. 
But  Hamilton  knew  what  he  was  about.  The  excise  taxes 
kept  the  fact  of  the  federal  government  conspicuous  be- 
fore men  who  were  inclined  to  forget  it,  and  roused  petty 
rebellions  which  gave  a  welcome  opportunity  to  display 
federal  authority;  while  the  import  duties  accomplished 
the  same  purpose  by  emphasizing  national  boundaries 
and  increasing  that  national  isolation  which  Hamilton 
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and  WashiDgtx)n  strove  to  wrap  like  swaddling-clothes 
about  the  infant  nation.  With  all  their  efforts,  they 
achieved  but  a  meagre  and  precarious  success  until  the 
three  years'  war  with  England  re-enforced  their  efforts, 
and,  by  its  artificial  isolation  of  our  industries  encouraged 
investments  which  protective  legislation  was  afterwards 
invoked  to  perpetuate.  Then  came  forty-five  years  of 
half-hearted  and  vacillating  protection,  followed  by  an- 
other war  which  again  cast  the  sword  into  the  wavering 
scale.  Since  then  the  policy  thus  firmly  established  has 
had  but  a  single  brief  reverse. 

Whatever  economic  and  other  arguments  may  have 
influenced  this  development,  there  can  be  little  doubt  that 
it  has  been  intimately  connected  with  the  growth  and 
consolidation  of  the  Union  and  the  development  of  the 
national  consciousness.  Our  jealousy  of  foreign  inter- 
ference and  foreign  connections,  our  provincialism  and 
self-sufficiency,  have  made  the  principle  of  America  for  the 
Americans  a  most  congenial  one  in  all  connections.  This 
has  profoundly  affected  the  national  imagination,  and  estab- 
lished a  taste  for  isolation,  a  predilection  for  those  arrange- 
ments which  consist  with  national  independence  and  self- 
sufficiency.  It  is  surprising  that  those  who  have  so  long 
debated  the  question  of  protection  have  shown  so  little 
appreciation  of  the  fact  that  they  were  addressing  a  biassed 
jury.  Urged  to  open  their  ports  to  the  world's  commerce, 
the  people  have  rejected  all  demonstrations  of  economic 
advantage  with  seemingly  incorrigible  prejudice.  "We 
are  loath  to  believe  that  such  an  arrangement  would  be 
to  our  advantage ;  but,  if  it  were,  it  is  not  to  our  taste." 
Such  an  answer  would  epitomize  the  traditional  American 
attitude  on  this  subject.  It  exasperates  the  economists, 
at  least  those  among  them  who  unconsciously  exalt  their 
exposition  of  self-interest  into  a  philosophy  of  human  con- 
duct. Looked  at  from  the  standpoint  of  our  national 
situation  and  our  national  necessity,  it  is  perfectly  intelli- 
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gible,  and  of  course  in  its  time  and  place  justifiable.  We 
began  our  national  life  with  a  dangerous  lack  of  cohesion, 
and  have  passed  through  more  than  one  crisis  which  we 
can  hardly  look  back  upon  without  a  shudder.  The  insur- 
ance of  national  stability  was  infinitely  more  important 
than  the  insurance  of  larger  dividends.  How  are  nations 
solidified?  By  calculations  of  co-operative  advantage  and 
acts  of  incorporation  ?  Never ;  but  by  the  growth  of  sen- 
timents of  preference  for  one  another  and  of  relative  dis- 
like or  disdain  for  outsiders.  It  must  never  be  forgotten 
that  those  sentiments  which  hold  nations  together,  when 
regarded  in  their  character  of  reasonable  judgments,  are 
mere  prejudices.  This  does  not  prevent  their  being  both 
useful  and  necessary.  It  is  but  a  prejudice  that  we  esteem 
our  wives  and  our  children  to  be  better  than  other  peoples' ; 
but  woe  to  the  integrity  of  family  life,  when  these  preju- 
dices lose  their  hold  upon  us !  The  first  thing  in  the  for- 
mation of  nations  is  therefore,  not  the  development  of  the 
most  appropriate  industries,  but  the  development  of  the 
most  appropriate  prejudices. 

The  rdle  of  national  prejudice  is  far  greater  than  is  usu* 
ally  supposed ;  and  it  affects  the  action  of  classes  usually 
believed  to  be  quite  exempt  from  its  influence.  It  is  gen- 
erally assumed,  for  instance,  that  business  men,  the  shrewd 
organizers  of  industry,  are  little  influenced  by  sentiment, 
and  that,  wherever  they  see  a  chance  of  profit,  there  they 
will  go.  It  is  doubtless  true  that  sentiment  in  the  ordi- 
nary form,  of  the  sort  recognized  and  rather  disparaged 
as  such,  finds  little  place  in  the  business  man's  ordinary 
calculations.  If  he  sees  an  opportunity  to  make  money,  he 
is  not  likely  to  be  deterred  from  taking  it  by  considera- 
tions of  charity  or  patriotism  or  religion.  Not  that  every 
business  man  will  ignore  these  considerations ;  but  some 
will  always  be  found  to  do  so,  and  therefore  we  are  justi- 
fied in  assuming  that,  wherever  there  is  an  obvious  chance 
of  profits,  business  will  go. 
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But  this  is  yerj  different  from  saying  that,  wherever 
there  is  a  chance  of  profits,  business  will  go,  simply  be- 
cause not  all  chances  of  profits  are  obvious  chances.  And 
one  of  the  great  factors  in  determining  whether  an  oppor- 
tunity is  obvious  or  not  is  the  national  prejudice,  or,  if  we 
prefer  a  less  disparaging  term,  let  us  say  the  prevalent 
culture,  ideas,  and  temper  of  the  nation.  This  is  perfectly 
apparent  when  we  consider  nations  far  removed  from  us. 
For  instance,  the  Chinese  have  possessed  in  their  coal-fields 
an  inexhaustible  source  of  wealth ;  but,  though  they  have 
known  that  the  coal  was  there  and  known  that  it  would 
bum,  they  have  made  little  use  of  it.  In  their  own  way 
tiieir  business  men  are  vigilant  and  enterprising,  but  they 
do  not  turn  their  enterprise  in  this  direction.  The  reasons 
are  fairly  characteristic.  Even  the  fear  that,  if  holes  are 
dug  in  the  ground,  the  old  dragon  will  escape  and  devour 
them,  is  not  wholly  without  counterpart  in  more  civilized 
communities.  But  the  real  reason  is  that  there  are  diffi- 
culties in  the  way  of  utilizing  coal  which  can  only  be 
overcome  by  centuries  of  patient  experiment,  necessarily 
presupposing  a  very  deep  and  widely  diffused  interest  in 
the  problem.  A  single  individual  has  neither  the  time 
nor  the  means  for  such  a  task.  Above  all,  he  is  too  depend- 
ent on  the  prevailing  currents  of  social  opinion  to  turn 
his  energies  persistently  in  a  different  channel.  And  the 
general  direction  of  Chinese  industrial  development  has 
not  been  such  as  to  bring  to  this  problem  an  attention  suf- 
ficient for  its  solution.  The  business  man  is,  after  all,  but 
a  variation  upon  the  national  type.  He  cannot  be  inde- 
pendent of  the  flood  of  suggestion  which  pours  in  upon 
him  from  every  side,  stimulating  his  imagination  and 
shaping  his  ideals.  Still  less  can  he  ignore  the  concrete 
rewards  and  penalties  which  society  metes  out  to  his 
efforts.  The  industrial  explorer  never  travels  far  without 
a  commission  from  society.  Opportunities  do  not  lie 
around  like  manna,  to  be  had  for  the  taking.     They  are 
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locked  fast  and  hidden  far  away  in  nature's  labyrinth,  and 
only  after  many  failures  and  the  combined  efforts  of 
whole  industrial  groups  are  they  brought  to  light.  An 
^  obvious  opportunity  "  is  not  an  accident  of  nature,  but  a 
social  achievement. 

American  enterprise  is  no  exception  to  this  principle. 
Our  business  men  are  as  enterprising  as  any  in  the  world. 
Their  energy  and  intelligence  in  the  competitive  struggle 
have  made  our  industrial  progress  unparalleled  in  history. 
And  yet  outside  the  field  upon  which  national  attention 
has  been  directed  they  have  shown  an  apathy  and  shift- 
lessness  almost  incredible.  South  American  trade  has 
long  offered  a  tempting  field,  if  profits  alone  could  tempt, 
but  a  field  which  requires  study,  and  adaptation  to  condi- 
tions and  prejudices  unlike  our  own.  Americans,  famed 
at  home  for  their  power  to  discern  the  slightest  whim  and 
flatter  the  subtlest  sensibilities,  have  scarcely  made  a 
serious  effort  to  enter  this  inviting  field. 

But  this  seeming  inconsistency  in  the  conduct  of  clear- 
headed men  is  explained  by  the  necessary  subservience  of 
the  individual  to  collective  ideals  and  judgments.  Our 
attention  as  a  people  has  been  introspective,  and  the 
national  imagination  has  necessarily  developed  in  this 
direction.  In  fields  where  the  nation  has  had  little  inters 
est  and  less  sympathy,  the  national  imagination,  and  that 
of  our  industrial  leaders  as  well,  have  remained  dormant 
and  uncreative.  The  appeals  of  economic  reasoning  have 
been  seed  upon  stony  ground. 

This  has  been  conspicuously  true  of  our  protective 
policy.  It  is  the  commonest  thing  in  the  world  for  the 
protectionist  to  concede  that  the  free-trader's  position  is 
logically  unassailable,  without  feeling  called  upon  in  the 
least  degree  to  alter  his  own  belief  or  action  on  that 
account.  He  is  a  protectionist  because  that  policy  is 
attuned  to  his  national  instincts  and  to  the  way  of  view- 
ing things  and  doing  things  with  which  he  is  familiar. 
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This  reason  being  too  fundamental,  too  much  a  part  of 
the  constitution  of  his  universe^  to  admit  of  formulation, 
he  formulates  others  which  are  of  little  consequence  to  us, 
and  in  an  emergency  of  little  consequence  to  himself.  I 
am  not  saying  that  there  are  no  economic  arguments  for 
protection,  but  simply  that  it  is  not  these  arguments  that 
have  made  Americans  protectionists.  If  these  arguments 
ran  counter  to  the  general  currents  of  national  feeling 
and  intellectual  habit,^ll  the  infant  industries  and  pauper 
labor  in  the  world  would  not  commend  this  policy  to  us. 
If  accident  had  made  us  free-traders,  the  case  would  have 
been  essentially  the  same.  We  should  have  had  a  policy 
based  on  instinct  and  intrenched  in  prejudice;  that  is, 
in  feelings  which  were  the  outgrowth  of  special  conditions, 
but  which  would  have  seemed  to  us  laws  of  nature.  And, 
overlooking  the  true  grounds  of  the  faith  that  was  in  us, 
we  should  have  devised  a  superficial  and  sophistical  jus- 
tification for  it,  and  should  have  gone  blandly  on  when  its 
superficiality  was  exposed.  The  fundamental  social  incen- 
tives are  unconscious,  and  hence  popular  explariMion^  of 
social  phenomena  have  but  a  partial  and  fortuitous  validity. 
We  can  both  illustrate  this  important  principle  and 
advance  another  step  towards  our  conclusion  by  glancing 
briefly  at  the  events  that  ushered  in  our  recent  change  of 
policy.  They  were  characterized,  as  has  been  said,  by 
extraordinary  precipitancy  in  decision  and  action,  and  by 
the  most  striking  changes  of  conscious  attitude  and  popu- 
lar argument.  We  went  to  war  because  we  felt  like  it, 
because  our  blood  was  up  and  our  patience  exhausted.  In 
deference  to  a  natural  instinct,  we  put  our  best  foot  for- 
ward, and  faced  our  critics  and  our  consciences  with  the 
most  presentable,  if  not  the  most  potent,  of  the  incentives 
by  which  we  were  consciously  animated.  We  were  waging 
"  a  war  of  humanity."  To  enforce  our  point,  we  even  made 
certain  remarks  about  "  criminal  aggression,"  which  were 
perhaps  unfortunate.     The  argument  was  shallowly  sin- 
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cere;  that  is,  as  sincere  as  any  argument  can  be  which 
is  based  on  the  diplomatic  instinct  and  a  completely  inade- 
quate analysis  of  our  own  impulses.  That  we  then  had 
no  thought  of  annexation  is  doubtless  true ;  for  that  was 
several  months  ahead,  and  for  a  future  so  remote  we  had 
few  thoughts  of  any  kind.  But  when  we  got  to  the 
Antilles  and  the  Philippines,  we  felt  like  staying,  and  so 
we  stayed.  Recollections  of  '* criminal  aggression"  would 
have  troubled  us  if  we  had  thought  so  far  back,  but  we 
seemed  as  little  inclined  to  think  backward  as  forward. 
A  few  more  sensitive  spirits  thought  that  humanity 
required  us  to  keep  the  Philippines,  but  most  Americans 
had  more  sense  of  humor.  Other  things  now  appealed  to 
the  imagination, —  national  honor,  "Old  Glory,"  new 
markets, —  and  we  frankly  owned  their  sway. 

The  significant  thing  in  all  this  is  the  way  it  was 
brought  about.  Let  us  imagine  that,  instead  of  fighting 
with  Spain,  we  had  remained  her  friend,  and  as  a  mark  of 
favor  she  had  offered  to  sell  her  distracted  colonies  to  us, 
in  preference  to  other  customers,  for  one  or  two  hundred 
millions, —  a  fraction  of  what  the  war  has  cost.  Such  a 
proposition  would  have  presented  to  the  hard-headed  cal- 
culator every  inducement  which  the  present  arrangement 
offers,  and  many  others.  We  should  have  had  the  terri- 
tories, the  coaling  stations,  the  markets,  the  patronage, 
and  the  prestige  which  we  now  anticipate ;  and  we  should 
have  less  national  debt  and  less  pensions  and  soldiers' 
graves.  If  the  present  bargain  is  a  good  one,  the  other 
would  have  been  several  hundred  millions  better.  How 
long  would  it  have  taken  to  persuade  the  American 
people  to  make  such  a  purchase?  The  answer  is  per- 
fectly easy.  No  possible  demonstration  of  advantage 
would  have  secured  for  the  question  even  a  passing  inter- 
est. The  possibility  of  an  enlarged  foreign  commerce  and 
of  an  Anglo-Saxon  federation,  to  a  people  jealous  of  for- 
eign  competition  and  traditionally  suspicious   of  Great 
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Britain^  would  have  been  positiyely  repellent  Coaling 
stations  in  the  Orient  would  have  been  looked  upon  as 
necessary  only  to  a  navy  which  we  did  not  need,  and 
which  would  become  an  artificial  necessity  as  soon  as  we 
had  these  same  coaling  stations.  The  foreign  commerce 
thus  secured  would  never  be  worth  the  cost  of  political 
control,  and  could  be  as  well  secured  without  it.  And  so 
on  indefinitely.  These  arguments  may  all  be  fallacious ; 
but  they  would  all  have  been  plausible,  and,  as  everybody 
knows,  were  so,  up  to  a  very  recent  date.  All  the  argu- 
ments that  could  be  urged  in  &vor  of  the  purchase  of  the 
Spanish  colonies  would  never  have  sufficed  to  bring  the 
matter  to  a  vote  in  Congress. 

And  it  is  not  these  arguments  that  have  induced  us 
to  enter  upon  the  far  worse  bargain  which  we  are  about 
to  make.  The  talk  about  acquiring  new  markets  and 
extending  the  benefits  of  American  civilization  to  inferior 
races  is  the  veriest  sham.  Something  may  be  accom- 
plished in  both  these  directions ;  but  we  have  not  a  par- 
ticle more  proof  of  it  now  than  we  had  a  year  ago,  when 
we  should  have  flouted  the  argument.  By  virtue  of 
what  discovery  or  revelation  have  these  considerations 
acquired  such  sudden  mastery  of  our  judgments? 

The  answer  is  of  the  utmost  importance  to  our  inquiry. 
It  is  not  that  these  considerations  have  acquired  new 
character  or  importance,  but  that  a  change  has  taken  place 
in  the  unc<m%ciou%  forces  which  control  our  action,  such 
that  arguments  which  we  formerly  found  it  congenial 
to  ignore  we  now  find  it  convenient  to  emphasize.  The 
people  who  a  year  ago  would  tell  you  that  our  home  mar- 
kets were  worth  more  than  those  of  all  the  rest  of  the 
world  now  talk  as  if  the  Tagals  were  customers  whom  it 
was  worth  any  sacrifice  to  secure.  They  did  not  know 
before  and  do  not  know  now  anything  definite  about  the 
value  of  either,  nor  does  the  action  they  urge  have  any 
necessary  relation  to  the  end  they  seek  to  accomplish. 
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ThQj  feel  differently  now:  that  is  alL  The  argument 
that  has  won  them  is  the  booming  of  Dewey's  cannon,  the 
sinking  of  the  ^^  Merrimac,"  and  the  planting  of  the  stai*s 
and  stripes  on  the  hill  of  San  Juan.  These  haye  stirred 
that  instinct  of  domination  slumbering  in  every  people 
which  has  achieved  supremacy  in  the  age-long  struggle  for 
existence, —  an  instinct  without  which  it  would  not  have 
been  and  without  which  it  would  cease  to  be.  The  instinct 
to  grasp  and  subdue  and  control  may,  in  times  of  peace, 
be  dormant  or  manifest  itself  only  in  milder  forms.  But 
apply  the  proper  stimuli,  give  vivid  and  dramatic  sugges- 
tion to  the  imagination,  and  the  forgotten  impulse  will 
awake  to  sudden  life  and  go  tingling  out  to  the  very 
finger-tips.  To  minds  in  this  state  of  exaltation,  argu- 
ments appeal,  not  in  proportion  as  they  are  reasonable,  but 
in  proportion  as  they  are  dramatic  and  striking. 

The  recent  war,  however  insignificant  in  military  impor- 
tance, has  exceeded  in  dramatic  interest  any  war  of  mod- 
em times.  When  the  lion  within  us  was  showing  signs 
of  waking  under  the  gnat-like  irritation  of  Spanish  imbe- 
cility in  Cuba,  there  came  the  destruction  of  the  ^^  Maine,'' 
the  most  dramatic  event  of  its  kind  in  the  century.  The 
lion  sprang  up  with  a  roar,  and  tugged  at  his  chain.  The 
proposal  of  arbitration  was  not  the  least  imbecile  of 
Spain's  transactions.  Not  that  arbitration  was  unreason- 
able, but  that  it  was  impossible.  The  most  superficial 
knowledge  of  human  nature  should  convince  us  that  there 
are  moods  which  nothing  will  placate  except  instant  and 
prone  submission,  and  crimes  which  nothing  will  expiate 
save  a  dire  and  visible  penalty.  Then  came  a  series  of 
short  decisive  engagements,  remarkable  quite  as  much  for 
the  folly  of  the  enemy  as  for  the  skill  of  our  arms,  but 
peculiarly  adapted  to  appeal  to  the  imagination.  We 
have  drunk  of  a  wine  to  which  we  are  little  accustomed, 
and  our  intoxication  is  the  more  complete  because  of  the 
unwonted  indulgence. 
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What  is  the  supreme  result  of  this  war?  I  believe  it 
is  to  be  found,  not  in  new  territories  or  new  problems  and 
institutions,  but  in  a  new  direction  of  the  national  imagi- 
nation. The  introspective  period  is  over,  and  the  atten- 
tion and  interest  of  the  people  are  turning  powerfully 
outward.  This  is  at  bottom  an  emotional  change,  a 
change  of  sentiments  or  prejudices.  It  expresses  itself, 
as  usual,  in  intellectual  terms  and  under  the  guise  of 
reason  and  deliberation.  Arguments  long  in  disfavor  are 
sought  to  do  sudden  duty,  all  because  the  nation  has 
experienced  '*a  change  of  heart."  Whether  it  will  be 
permanent  or  not  will  depend,  as  in  all  such  cases,  upon 
the  pressure  of  environing  conditions ;  but  for  the  present 
it  is  a  reality. 

What  effect  will  this  change  in  the  direction  of  the 
national  imagination  have  upon  protection?  Only  one 
answer  is  possible:  it  must  lessen  its  hold  upon  the 
popular  mind.  As  momentary  phases  of  political  policy, 
protection  and  expansion  may  be  combined;  but,  as 
expressions  of  national  temper,  they  are  incompatible. 
If  it  be  true,  as  I  have  contended,  that  American  protec- 
tion is  due  primarily  to  the  American  temper,  and  that 
economic  arguments  which  utterly  transcend  the  ordinary 
intelligence  are  a  product  of  the  policy  rather  than  its 
effective  cause,  then  we  must  conclude  that  a  change  in 
the  direction  of  the  national  imagination  which  makes 
remote  regions  the  subject  of  general  and  eager  attention, 
to  the  temporary  disadvantage  of  home  interests,  must 
react  upon  men's  inclinations  and  action;  must  modify 
their  reasoning,  raising  some  arguments  to  honor  and  con- 
signing others  to  disgrace;  must  change,  in  short,  our 
industrial  policy.  The  change  will  not  be  as  rapid  or  as 
complete  as  that  in  connection  with  the  Monroe  Doctrine, 
because  no  such  dramatic  incidents  are  likely  to  impress 
the  imagination ;  but  the  direction  of  the  change  cannot 
be  doubtful. 
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To  this  general  consideration  are  to  be  added  others, 
less  important,  but  more  concrete.  Chief  among  these  is 
the  necessity  of  dealing  with  the  Spanish  tariffs  in  our 
new  dependencies.  They  have  a  very  ugly  look ;  indeed, 
all  tariffs  have,  when  looked  at  from  the  outside.  It 
must  be  confessed  that  these  Spanish  types  of  the  genus 
are  peculiarly  calculated  to  offend  our  sensibilities.  An 
immediate  reduction  is  conceded  by  all  to  be  a  necessity, 
and  free  trade  between  us  and  them  is  certainly  a  possi- 
bility. If  Manila  should  be  made  a  free  port  in  the 
interest  of  that  general  Asiatic  trade  which  is  destined 
so  greatly  to  exceed  that  with  the  Philippines  them- 
selves, and  should  develop  a  trade  like  that  of  Hong 
Kong, —  if  these  and  other  possible  changes,  all  necessarily 
in  the  direction  of  freer  trade,  should  further  or  seem  to 
further  general  prosperity,  the  influence  of  such  an  object- 
lesson  would  certainly  be  unfavorable  to  protection. 

Hardly  less  important  than  our  dependencies  must 
be  reckoned  the  influence  of  our  new  relation  to  Great 
Britain.  That  country,  with  great  sagacity  as  well  as 
real  sympathy,  has  utilized  the  recent  occasion  to  ingra- 
tiate herself  to  the  utmost  with  the  new  power  whose 
speedy  development  she  has  foreseen.  It  is  not  certain 
that  we  needed  her  help  at  any  time  during  the  recent 
war,  but  we  knew  we  might  have  needed  it,  and  felt  sure 
we  could  have  it  if  we  did.  The  fact  that  other  nations 
felt  this,  too,  is  probably  one  reason  why  the  help  was  not 
called  for.  That  is  to  say,  England  did  help  us  in  a 
most  effectual  way,  and  is  rewarded  with  our  genuine 
and,  let  us  hope,  durable  friendship. 

But,  it  will  be  said,  friendship  does  not  necessarily 
mean  free  trade.  England's  own  colonies,  even  the  most 
patriotic,  do  not  have  free  trade  with  the  mother  country, 
and,  with  a  single  recent  exception,  do  not  grant  her  any 
preference.  How  can  she  expect  more  from  us?  Logi- 
cally, she  cannot ;  but  logic  has  not  much  to  do  with  it. 
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Anglo-American  friendship  must  react  in  many  ways  on 
our  commercial  policy.  England  is  the  great  object- 
lesson  of  free  trade.  No  other  developed  people  ever 
tried  free  trade  long  enough  to  eliminate  the  factor  of 
transition  disturbance,  and  really  test  it.  The  prosperity 
of  England,  though  by  no  means  altogether  due  to  free 
trade,  was  at  least  proof  that  free  trade  did  not  mean 
certain  ruin,  and  was  certainly  a  powerful  argument  in 
favor  of  that  policy.  Of  course,  such  an  argument  had 
the  same  logical  value  before  the  friendship  as  after;  but 
it  had  not  the  same  emotional  value,  and  it  cannot  be 
too  often  insisted  that  this  is  the  all-important  consider- 
ation. We  have  but  to  recall  the  part  which  hatred  and 
jealousy  of  England  have  played  in  all  tariff  discussions, 
to  appreciate  the  change  which  friendship  is  likely  to 
effect.  Who  does  not  remember  the  cartoons  which  rep- 
resent John  Bull,  fat  and  patronizing,  dictating  terms 
to  meek  Brother  Jonathan  and  his  family ;  and  then,  in 
contrast  with  this  consummation  of  free  trade,  the  exult- 
ant protectionist  ideal,  in  which  Uncle  Sam,  proud  and 
disdainful,  turns  away  from  the  hungry  suppliant  in 
whose  emaciated  features  we  still  recognize  John  Bull? 
Newspaper  editorials  and  campaign  speeches  and  tracts 
by  the  million  have  pointed  the  same  moral  and  appealed 
to  the  same  prejudice.  Doubtless  the  argument  never 
appealed  to  the  highest  intelligence  and  the  most  gen- 
erous spirits  of  the  country,  but  its  power  over  the 
popular  mind  from  first  to  last  is  beyond  question.  It 
is  hardly  too  much  to  say  that  to  many  the  fact  that  a 
high  tariff  was  likely  to  displease  and  injure  England 
was  quite  as  strong  an  argument  for  enacting  it  as  the 
prospect  that  it  would  benefit  ourselves. 

Something  of  this  same  spirit  is  to  be  seen  in  the  for- 
mula in  which  a  prominent  protectionist  has  expressed 
what  he  conceives  to  be  the  protectionist  plan  of  cam- 
paign:  ^'Find  out  what  your  enemy  wants,  and  then 


Digitized  by  VjOOQIC 


EXPANSION  AND  PROTECTION  375 

don^t  do  it."  It  is  certainly  significant  that  this  assump- 
tion of  necessary  hostility  between  trading  nations  should 
have  passed  unchallenged.  Everybody  knows  that  mer- 
chants do  not  lie  awake  nights,  thinking  how  they  can 
do  what  their  customers  do  not  want  them  to  do;  and 
popular  logic  might  have  been  expected  to  see  a  certain 
analogy  between  the  two  situations.  Why  has  it  not 
done  80? 

In  international  trade,  as  we  all  know,  nations  are 
related  to  one  another  in  two  ways, —  as  customers  and 
as  competitors.  The  first  relation  is  essentially  one  of 
friendship,  based  on  mutual  advantage.  The  second  is 
one  of  hostility,  growing  out  of  opposing  interests.  We 
try  to  please  our  customers  and  circumvent  our  com- 
petitors. It  is  oft^n  difficult  to  determine  the  relative 
importance  of  the  two  relations  in  a  given  case,  but  both 
are  usually  obvious  enough.  Why,  then,  do  people  see 
only  the  one?  The  answer  is  that  they  are  influenced 
by  other  considerations.  They  see  what  they  feel  like 
seeing,  and  overlook  what  they  find  unfavorable  to  their 
prejudices.  There  can  be  no  doubt  that  feelings  engen- 
dered in  other  connections, —  political,  religious,  and  the 
like, —  greatly  affect  the  imagination  and  judgment  in 
economic  matters.  The  nation  which  we  hate  will  be 
remembered  as  a  competitor;  and  we  shall  feel  inclined 
to  injure  its  trade  by  withdrawing  our  own  custom,  how- 
ever doubtful  the  result  to  ourselves.  The  nation  that 
we  love,  on  the  other  hand,  we  shall  remember  as  a 
customer,  and  court  accordingly.  We  have  seen  that  the 
influence  of  our  traditional  dislike  for  England  has  been 
conspicuous  in  all  previous  popular  discussions  of  protec- 
tion. On  ihe  other  hand,  the  effect  of  our  new-found 
friendship  ia  already  apparent  in  the  negotiations  with 
Canada.  Reciprocity  with  Canada  is  no  more  sensible 
now  than  a  year  ago,  but  it  is  far  more  popular. 

Our  relation  to  England  will  react  upon  our  commer- 
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cial  policy  in  another  and  entirely  different  connection ; 
namely,  the  general  Oriental  policy  to  be  pursued  by  both 
nations.  Our  trade  with  the  Philippines  cannot  but 
lead  to  an  enlarged  trade  with  Asia;  and,  as  we  shall 
hardly  be  able  to  extend  our  political  control  to  the  main- 
land, we  shall  have  every  reason  to  support  the  policy  of 
the  open  door.  Tariff  barriers  that  would  only  narrow 
the  trade  of  other  powers  would  wholly  ruin  our  own. 
No  doubt  it  is  physically  possible  for  us  to  support  a 
policy  abroad — of  course  with  free-trade  arguments  — 
which  we  reject  at  home ;  but  such  a  position  would  not 
be  a  strong  one,  and  could  not  fail  to  react  upon  our  home 
poUcy.  Finally,  the  relative  free  trade  between  ourselves 
and  our  dependencies  must  put  the  pauper-labor  argu- 
ment to  a  severe  test.  The  ten  or  twelve  millions  of  new 
citizens  or  wards  thus  acquired  are  as  pauper  as  could  be 
wished  for  the  experiment.  If  they  ruin  us  by  their 
industrial  competition,  we  shall  all  be  convinced.  If  they 
do  not,  the  protectionist  will  lose  his  trump  card.  There 
are  certainly  enough  of  them  to  settle  the  question. 

We  need  not  proceed  farther  in  the  enumeration  of 
special  influences  which  will  occur  to  the  thoughtful 
reader.  It  is  sufficient  to  note  that  they  all  tend  towards 
freer  trade.  The  very  growth  of  foreign  commerce  itself, 
from  whatever  cause,  tends  to  create  powerful  and  organ- 
ized interests,  restive  of  commercial  restraint  and  forming 
a  hitherto  lacking  counterweight  to  the  closely  organized 
manufacturing  interests  which  have  so  successfully  sup- 
ported the  policy  of  protection.  Whatever  may  be  the 
potency  of  these  forces  individually,  there  can  be  little 
doubt  that  in  the  aggregate  their  influence  will  be  very 
great, —  more  than  sufficient  to  tip  the  scale  in  crises  such 
as  we  have  had  mofe  than  once,  and  are  likely  to  have 
again.  1%  is  no  part  of  my  purpose  to  inquire  whether 
such  a  change  of  policy  would  be  beneficial  or  not ;  I  have 
confined  myself  to  the  bare  question  as  to  the  mode  in 
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which  recent  political  events  are  likely  to  affect  our  com- 
mercial policy. 

In  conclusion,  it  may  be  well  to  inquire  how  far  these 
changes  might  have  been  effected  without  these  events. 
Those  who  are  opposed  to  both  expansion  and  protection, 
and  therefore  unwilling  to  exchange  the  one  for  the  other, 
often  assume  that  the  latter  was  quite  unnecessary.  A 
friend  writes  me  that  he  is  in  favor  of  expansion,  but 
believes  it  should  be  commercial  rather  than  political. 
It  is  constantly  argued  by  opponents  of  expansion  that 
the  acquisition  of  colonies  is  not  necessary  to  the  develop- 
ment of  a  foreign  commerce.  Physically,  this  is  perfectly 
true.  Our  best  foreign  markets  must  always  be  coun- 
tries which  we  cannot  annex;  and  there  is  no  logical 
reason  why  all  our  markets  should  not  be  so.  But,  to 
repeat,  the  question  is  much  less  a  logical  than  a  psycho- 
logical one.  We  might  adopt  a  policy  of  commercial 
expansion,  and  reject  political  expansion,  if  we  had  a 
mind  to ;  but  should  we  ever  have  been  a  mind  to  ?  It  is 
doubtful,  to  say  the  least.  Historically,  the  two  policies 
seem  never  to  have  been  separated,  which  suggests  that 
they  may  be  different  manifestations  of  a  single  impulse, 
and  so  inseparable.  England  sells  goods  wherever  she 
can.  But  she  also  plants  her  flag  wherever  she  can. 
This  has  been  largely  a  commercial  necessity,  no  doubt ; 
but  it  has  been  quite  as  largely  a  psychic  neces- 
sity, a  mere  reflex  action  of  the  energetic  and  assertive 
temper  which  is  the  secret  of  her  commercial  success. 
Perhaps  this  is  another  case  of  the  foible  that  is  bound 
up  with  strength ;  and  it  may  be  that  evolution  is  prepar- 
ing a  race  which,  by  choosing  the  better  part  and  eschew- 
ing the  bauble  of  political  domination,  will  be  able  to 
inaugurate  a  better  era.  But  there  is  not  the  slightest 
reason-  to  believe  that  we  are  that  race.  In  vain  the 
prophet  of  commercial  expansion  adjures  us  to  fling  away 
ambition  and  in  meekness  to  inherit  the  earth.     He  con- 
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vinces,  bat  he  does  not  persuade.  He  has  appealed  to  an 
impotent  reason  and  ignored  an  omnipotent  imagination. 
A  policy  of  commercial  expansion,  involving,  as  it  must, 
transition  disturbance  and  hardship  for  many  who  are 
unable  to  anticipate  its  ultimate  benefits,  will  not  win 
favor  if  bereft  of  those  showier  adjuncts  which  dazzle 
the  imagination  and  appeal  to  the  primitive  instincts. 
The  man  who  begins  a  compaign  against  bosses  and  the 
spoils  system  by  leading  a  charge  against  the  Spaniards 
in  Cuba  may  be  very  illogical,  but  he  is  the  man  whom 
the  bosses  dread. 

These  conclusions  may  seem  to  be  disparaging  to 
democracy,  but  I  do  not  feel  them  to  be  so.  Democracy  is 
government  based  upon  the  popular  will,  not  govern- 
ment based  upon  the  popular  wisdom.  The  intel- 
lectual initiative,  the  power  of  exact  analysis  and  large 
foresight  requisite  for  the  guidance  of  society, —  these  have 
ever  been  and  must  ever  be  the  contribution  of  the  few. 
The  problem  of  democracy  is  now  as  ever  how  to  enforce 
the  wisdom  of  the  few  by  the  will  of  the  many.  It  need 
not  disturb  us  to  discover  that  the  many  are  moved  by 
other  considerations  than  those  which  influence  the  few. 
Here  as  everywhere  there  is  law,  and  we  govern  by  learn- 
ing to  obey. 

H.   H.  POWBRS. 
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ON  THE  VALUE  OF  MONEY.* 

Thxbe  is  an  impressioii  abroad  that  it  is  possible  to 
formulate  a  statement  as  to  the  value  of  money  in  various 
ages  of  the  distant  past,  and  in  this  manner  to  get  a  rough 
and  ready  method  of  comparing  the  corresponding  classes 
in  different  periods  as  to  their  command  over  the  comforts 
and  conveniences  of  life.  Sunday-school  manuals  contain 
statements  as  to  the  value  of  a  penny  in  the  first  century 
at  Jerusalem;  and  careful  historical  students  will  some- 
times give  encouragement  to  the  popular  demand  for  in- 
formation on  this  point,  by  estimates  of  the  value  of  a 
pound  sterling  at  the  time  of  the  Domesday  Survey. 
There  must  be  a  wide-spread  conviction  not  only  that  this 
comparison  can  be  drawn,  but  that  lecturers  on  economic 
history  are  always  prepared  to  make  it  I  have  tried  to 
insist  to  various  friends,  who  ask  me  such  questions  as, 
^  What  was  the  value  of  a  shekel  in  the  time  of  Esarhad- 
don  ?  "  that  the  problem  cannot  be  solved.  In  the  pres- 
ent paper  I  hope  to  show  why  the  inquiry,  in  the  form 
in  which  they  expect  me  to  engage  in  it,  is  hopeless. 

It  is,  of  course,  quite  possible  to  compare  the  amount 
of  money  that  was  in  the  possession  of  some  person  at 
some  time  with  another  sum  at  another  time ;  that  is,  to 
compare  two  masses  of  the  same  precious  metal  at  dif- 
ferent times.  We  might,  if  we  had  the  data,  compare  the 
amount  of  the  treasure  saved  by  David  for  building  the 
Temple  with  the  amount  of  treasure  accumulated  by  Henry 
VII.  or  the  amount  subscribed  at  the  foundation  of  the 
Bank  of  England.  That  is  a  mere  physical  comparison 
of  the  weight  and  fineness  of  two  masses  of  metal.  Or, 
again,  we  may  compare  the  ratio  of  two  known  commodi- 
ties to  one  another, —  of  gold  to  silver  or  of  incense  to 

*  A  paper  read  before  the  Harrard  Historical  Sooiety. 
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silver  in  different  centuries.  This  is  a  way  of  estimating 
the  relative  plenty  and  scarcity  of  two  commodities  as 
compared  with  one  another;  and  it  may  throw  light  on 
the  circumstances  and  commercial  connections  of  various 
peoples  and  on  the  opening  or  working  out  of  different 
mines.  But  such  an  inquiry  does  not  give  us  the  value 
of  money, —  the  ratio  of  exchange  between  an  ounce  of 
silver  and  commodities  of  all  sorts,  the  general  purchas- 
ing power  of  the  current  coin.  This  latter  problem  can 
be  discussed  for  different  countries  or  districts  in  the 
present  day.  To  say  that  we  can  live  cheaply  in  Corn- 
wall is  to  say  that  the  purchasing  power  of  money  is  high 
there :  prices  are  low,  and  you  get  a  great  deal  for  your 
money.  To  say  that  in  California  a  dollar  only  goes  as 
far  as  a  shilling  does  in  England  is  to  say  that  silver 
there  has  only  a  quarter  of  the  purchasing  power.  The 
comparison  can  be  easily  and  practically  made,  for  people 
with  formed  habits  of  life  and  definite  requirements  know 
how  much  money  they  must  spend  to  maintain  the  same 
standard  of  comfort  in  the  two  places.  There  is  a  definite 
means  of  comparison. 

It  is  easily  conceivable,  however,  that  we  might  get  very 
different  statements  as  to  the  purchasing  power  of  money 
in  England  and  in  India  from  two  men  who  had  different 
standards  of  comfort.  The  EngUsh  official  in  India  thinks 
it  necessary  for  his  standard  of  comfort  to  ride  and  shoot 
and  go  to  the  hills  in  the  hot  season :  his  brother  at  home 
may  regard  many  of  these  things  as  luxuries  rather  than 
necessaries,  and  the  English  artisan  in  India  does  not  in- 
clude them  in  his  standard  of  comfort  at  all.  Three  hun- 
dred pounds  a  year  in  India  is  probably  better  than  three 
hundred  a  year  at  home,  to  the  bachelor  official ;  but  one 
hundred  a  year  in  India  is  immensely  better  than  two 
pounds  a  week  to  the  English  artisan.  The  relative  value 
of  money  in  India  would  be  differently  estimated  by  an 
official  and  an  artisan.    The  one  would  say  it  was  a  little 
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higher  than  in  England ;  the  other  might  put  it  at  about 
double.  Hence  it  foUowB  that  you  cannot  even  for  the 
present  day  give  a  precise  answer  as  to  the  difference  in  the 
value  of  money  generally  in  India  and  in  England.  Un- 
less there  is  a  known  standard  of  requirement  or  standard 
of  comfort  to  serve  as  a  basis  of  comparison,  we  get  no 
result.  We  cannot  make  the  proposed  comparison  with 
the  time  of  William  the  Conqueror  or  Esarhaddon  in  gen* 
eral ;  it  is  reasonable  only  to  discuss  the  purchasing  power 
of  money  to  two  men  with  precisely  similar  requirements 
then  and  now.  The  similarity  of  requirement  must  be 
present  —  or,  to  be  technical,  the  effective  demand  for 
goods  must  be  the  same  —  or  we  have  not  a  common 
standard  by  which  to  measure  the  purchasing  power  of 
money. 

From  this  it  follows  that,  as  between  persons  or  times 
where  there  is  no  common  standard  of  requirement,  there 
can  be  no  direct  comparison  as  to  the  value  of  money. 
The  requirements  of  similar  classes  may  change  greatly  in 
a  few  centuries,  since  the  time  of  Henry  II.  If  one  tries  to 
take  the  closest  comparison  possible  and  to  picture  to  one's 
self  the  difference  between  an  informal  discussion  of  some 
literaiy  topic  at  an  English  university  now  with  a  similar 
talk  six  centuries  ago,  we  may  feel  the  inevitable  differ- 
ences. The  proceedings  six  centuries  ago  must  have  been 
a  trifle  dingy ;  they  were  not  illuminated  by  electric  light 
or  much  artificial  light  at  all ;  they  did  not  open  with  the 
reading  of  a  paper,  for  writing  materials  were  too  precious 
to  be  wasted  in  literary  trifling.  The  English  college 
men  of  that  time  may  have  been  more  extravagant  than 
their  successors  to-day,  but  they  had  no  idea  of  making 
themselves  comfortable.  They  had  no  arm-chairs  and  no 
carpets,  no  tea  or  coffee  or  cigarettes.  Then*  mufiBns,  if 
they  had  them,  were  bad.  It  is  unnecessary  to  go  into 
further  detail  to  show  that  their  requirements  and  ours 
are  not  commensurate,  and  that  it  is  absurd  to  pretend  to 
measure  them  in  terms  of  money. 
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There  is  a  danj^er  lest  economiBts  in  the  present  day 
should  foiget  the  tmism  that  value,  even  the  value  of 
money,  depends  on  supply  and  demand;  and  this  demand 
must  be  effective  demand, —  not  a  vague  dream,  but  the 
actual  willingness  to  sacrifice  some  definite  thing  for  the 
sake  of  obtaining  money.  Unless  an  object  is  more  or 
less  within  your  range  and  reach,  this  effective  demand 
cannot  exist.  In  a  condition  of  natural  economy, —  the 
condition  which  was  dominant  in  Europe  so  far  as  the 
masses  of  the  population  are  concerned  from  the  fifth  to 
the  fifteenth  century, —  money  could  not  be  an  object  of 
effective  desire;  for  most  men  it  was  practically  out  of 
reach  altogether.  Monetary  movements  there  were,  but 
they  did  not  touch  the  ordinary  routine  of  peasant  life ; 
and  hence  it  is  impossible  to  use  money  in  any  waj  to 
measure  what  their  condition  and  requirements  were.  It 
is  only  in  a  time  of  money  economy,  when  coins  are  within 
the  reach  of  ordinary  men,  who  expect  to  be  paid  in  silver, 
that  it  can  possibly  give  us  any  evidence  as  to  the  standard 
of  comfort  of  the  ordinary  man.  It  may  be  possible  to 
compare  the  weaver  of  the  fourteenth  century  with  the 
weaver  of  to-day,  but  it  is  hardly  possible  to  compare  the 
agricultural  laborer  of  to-day  and  his  analogue  five  cen- 
turies ago  through  the  medium  of  money.  To  do  so  is  just 
as  absurd  as  to  apply  modem  standards  of  intellectual  de- 
velopment. We  are  often  told  about  the  low  intellectual 
standard  in  some  towns,  as  evidenced  by  the  books  that 
are  sought  for  in  the  free  libraries.  This  sort  of  standard 
would  be  ludicrous  if  we  attempted  to  apply  it  to  an  age 
when  reading  and  writing  were  not  common  accomplish- 
ments. There  were  mediaeval  men  of  great  mental  power 
and  subtlety  who  did  not  read  or  write  much.  Possibly, 
they  had  solid  arguments  because  they  neither  read  nor 
wrote,  but  thought  the  more. 

Granting,  however,  that  many  persons  live  and  have 
lived  outside  the  range  of  this  monetary  circle,  it  is  still 
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true  that  money  has  been  used  more  or  less  for  all  ages 
of  the  world's  history.  And  it  might  appear  possible  to 
find  some  commodity  which  is  so  far  stable  in  value  that 
it  can  be  used  to  measure  the  variations  in  the  value  of 
money.  The  commodity  usually  proposed  is  wheat,  and 
it  may  be  better  than  any  other.  But,  if  we  use  it  in  this 
way,  we  should  at  least  be  clear  as  to  the  assumptions 
that  we  are  tacitly  making. 

There  are  two  minor  but  obvious  points.  We  assume 
that  wheat  is  wheat  all  the  world  over  and  at  all  times  of 
the  world's  history.  My  impression  is  that  wheat  is  not 
a  fixed  thing,  but  varies  in  quality  considerably.  Are  we 
sure  that  the  wheat  in  the  time  of  Henry  II.  had  the  same 
sustaining  power  per  bushel  as  wheat  has  at  present  ?  It 
may  have  had,  but  I  am  not  sure :  I  note  it  as  an  assump- 
tion. We  assume,  further,  that  we  can,  by  a  system  of 
averaging,  discount  the  uncertainty  which  arises  from  the 
differences  of  good  and  bad  years,  and  thus  state  a  usual 
or  fair  price.  When  we  have  a  regular  series  of  quota- 
tions for  a  long  period,  that  can  be  done :  when  we  have 
only  occasional  quotations,  we  cannot  be  sure  that  we  are 
striking  the  average  rightly. 

But  the  really  fundamental  assumption  is  that  the 
value  of  wheat  from  century  to  century  is  stable.  Wheat 
is  said  to  be  the  common  food  of  the  people ;  and  hence 
it  appears  that  the  demand  for  wheat  is  less  likely  to 
vary  than  the  demand  for  any  one  article  of  mere  taste 
and  fjGuicy.  But  wheat  is  not  the  common  food  of  the 
people  of  the  Highlands,  or  of  the  people  of  Ireland,  or  of 
the  people  of  South  Africa,  or  of  the  people  of  India. 
And  the  demand  for  wheat  in  these  areas  must  be  of  an 
entirely  different  character  from  the  demand  in  England. 
But  is  the  demand  for  wheat  constant  even  in  England? 
Is  it  unaffected  by  the  growth  of  population  ?  Is  it  unaf- 
fected by  the  varieties  of  food-stuffs  we  now  have,  and 
the  opportunity  for  a  mixed  diet?  I  cannot  answer  these 
questions ;  but  we  ought  to  answer  them  before  we  vent- 
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ure  to  take  the  value  of  wheat  as  a  standard  in  terms  of 
which  we  can  measure  the  variations  of  the  value  of 
money. 

If,  on  the  other  hand,  we  admit  that  the  demand  for 
wheat  is  variable,  we  may  of  course  argue  that  there  is  a 
prearranged  harmony  by  which  an  increased  supply  is 
forthcoming  in  'such*  quantity  that  the  value  of  wheat 
does  not  rise,  even  when  there  are  more  mouths  to  feed. 
But  this  brings  us  face  to  face  with  the  law  of  diminish- 
ing return  from  land.  Personally,  I  do  not  believe  that 
eitiber  the  demand  for  wheat  or  the  supply  of  it  or  the 
value  of  it  is  in  any  sense  stable,  or  that  it  can  be  usefully 
employed  as  a  standard  for  gauging  the  value  of  money. 
At  the  same  time  a  method  of  concomitant  variations 
might  come  in.  If  you  have  three  or  four  countries  where 
the  common  food  of  the  people  is  different, —  say  rice, 
wheat,  maize,  and  potatoes, —  if  over  a  sufficient  period  of 
years  the  variations  in  the  price  of  each  of  these  in  the 
country  where  it  is  used  as  food  correspond  with  the 
variations  of  the  price  of  the  common  food  in  other  coun- 
tries, there  would  be  a  strong  presumption  that  we  could 
trace  the  rise  or  fall  of  the  precious  metals  in  value  dur- 
ing that  period.  Over  a  sufficient  area  and  period  and 
with  known  conditions  of  population,  we  might  treat  the 
common  food  of  the  people  as  stable  in  value,  and  thus 
have  the  means  of  estimating  the  changes  in  the  value  of 
money  as  indicated  by  this  test ;  i.e.,  from  the  standpoint 
of  the  masses,  not  the  classes.  If  this  method  could  be 
applied  for  the  last  hundred  and  fifty  years,  it  would  help 
us  to  bridge  a  gulf  which  renders  other  methods  of  com- 
parison impossible.     To  these  I  will  briefly  turn. 

We  may  be  able  to  get  an  instance  of  a  demand  for 
goods  of  many  kinds,  which  recurs  in  a  very  similar  form 
after  a  long  lapse  of  time,  and  institute  a  comparison  be- 
tween the  money  expenditure  involved  in  the  two  cases. 
Supposing  that  there  has  been  little  change  in  the  arts  of 
life,  the  test  seems  to  me  fair. 
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For  example,  take  the  cost  of  fitting  out  an  expedition 
by  sea,  for  say  one  thousand  men.  The  requirements  would 
not  be  very  dissimilar  at  the  time  of  the  Sicilian  expedi- 
tion, Pompey's  campaign  against  the  pirates,  Saint  Louis 
and  the  Crusades.  Certainly,  the  differences  at  these 
periods  in  the  requirements  of  the  admiral  for  his  fleet 
would  be  trivial  compared  with  the  demands  made  in  fit- 
ting out  a  fleet  to-day.  If  we  can  treat  the  requirements 
of  the  admiral  per  thousand  men  as  practically  similar,  we 
may  say  that  the  outlay  demanded  for  this  purpose  at  each 
date  gives  a  means  of  estimating  the  changes  in  the  value 
of  money  from  one  period  to  another.  Or,  again,  it  may  be 
possible  to  take  a  peasant  holding  of  thirty  acres,  with  the 
Q|;ock,  at  two  different  periods,  and  to  compare  the  price  it 
would  fetch.  If  there  has  been  little  change  in  the  art 
of  agriculture,  the  requirements  at  the  two  dates  may  be 
supposed  to  be  closely  similar.  It  is  by  taking  concrete 
cases  where  the  things  required  are  similar,  and  treating, 
them  as  a  demand  for  money  for  a  given  purpose  at  two 
distinct  dates,  that  we  can  best  estimate  the  changes  in  the 
supply  of  money  which  may  have  occurred  in  the  interval, 
and  hence  get  a  conclusion  as  to  its  value. 

To  my  mind  the  best  hope  of  solving  the  problem,  so  far 
as  it  is  soluble,  is  by  extending  the  inquiries  of  Le  Play 
and  collecting  family  budgets  for  persons  in  similar  condi- 
tion at  diflFerent  dates, —  the  proprietor  of  six  hundred  acres 
or  the  tenant  of  thirty.  We  shall  then  get  a  statement 
as  to  the  changes  in  the  value  of  money  to  some  class  or  for 
some  purpose.  But  we  need  never  hope  to  get  informa- 
tion as  to  the  changes  in  the  value  of  money  generally, 
except  when  we  confine  our  investigation  to  short  periods, 
in  which  there  is  no  real  change  in  the  arts  of  life,  in  the 
composition  of  society,  or  in  the  tastes  and  requirements 
of  its  members. 

W.  Cunningham. 

Harvard  University. 
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The  student  of  economics  cannot  remain  unaware  that 
his  is  a  realm  bordered  by  other  realms.  He  pushes  his 
inquiries  as  to  the  role  of  nature  in  production,  and  lands 
in  economic  botany  or  zoology.  He  goes  deeply  into  the 
subject  of  labor,  and  finds  himself  studjring  physiology. 
He  undertakes  to  reach  the  basis  of  rent,  and,  ere  he 
knows  it,  is  poring  over  the  bulletins  of  the  experiment 
stations.  The  principle  of  division  of  labor  takes  him 
into  technology.  Transportation  drives  him  to  the  law  of 
carriers.  The  study  of  property  involves  him  in  juris- 
prudence. International  trade  or  monopoly  conducts  him 
to  political  science.  Consumption,  with  its  study  of  wants 
and  choices,  is  a  short  cut  to  ethics.  Now  I  wish  to  raise 
the  question,  *^  Is  there  not  a  field  of  investigation  lying 
up  against  economics  which,  although  social,  is  yet  not 
jurisprudence  or  political  science  or  ethics  ?  " 

The  theory  of  population  betrays  such  a  field.  At  first 
Malthus  wrote  of  man  and  his  increase  much  as  Darwin 
might  have  written  of  rabbits.  But  later  he  made  more 
of  the  "preventive  check";  and  out  of  this  grain  of 
mustard-seed  has  grown  a  flourishing  tree.  The  recog- 
nition of  the  fact  that  custom,  by  regulating  the  age  of 
marriage,  the  plane  on  which  housekeeping  shall  begin, 
the  comfort  in  which  children  shall  be  reared,  and,  even 
in  a  general  way,  the  size  of  the  family,  has  a  good  deal 
to  do  with  the  increase  of  population, —  all  this  has  sprung 
a  host  of  questions  which  economists  wisely  forbear  to 
answer.  Whence  come  these  standards?  Who  makes 
them?  Do  they  change?  Do  they  respond  to  economic 
changes  alone  or  to  manifold  social  changes?  Is  there 
wisdom  and  adaptation  hidden  away  in  them  ?    If  so,  how 
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did  it  get  there  ?  What  makes  a  man  conform  to  them  ? 
What  happens,  if  he  does  not? 

We  are  beginning  to  see  that  a  check  much  more  effec- 
tive than  a  definite  standard  of  comfort  is  universal  ambi- 
tion and  the  pressure  of  new  wants.  Malthus  made 
much  of  ^^  moral  restraint."  But  how  about  egoistic  re- 
straints? How,  if  people  are  keen-witted  enough  to 
realize  that,  the  more  babies,  the  fewer  beefsteaks,  bicycles, 
and  outings  ?  Will  not  the  size  of  the  family  be  affected 
with  the  rise  of  a  furiously  competitive  democracy  where 
strict  class  lines  have  been  swept  away,  where  old  con- 
tentment is  gone,  and  everybody  is  straining  every  nerve 
to  get  a  little  higher  in  the  social  scale?  Or  suppose  the 
value  of  woman  rises.  Will  not  the  keener  appreciation 
of  her  burdens  in  child-bearing  and  child-rearing  be  a 
check  to  numbers  ?  Again,  how  is  the  size  of  the  family 
affected  by  the  ambition  of  women  to  be  something  else 
than  mothers  and  household  drudges,  by  the  higher  edu- 
cation of  women,  by  the  opening  of  the  professions  to 
them,  by  the  adoption  of  rational  dress  ? 

Besides  the  fact  that  society,  as  it  becomes  more  demo- 
cratic, whets  the  eagerness  of  parents  for  pleasures  and 
luxuries  that  are  incompatible  with  large  broods,  there 
is  a  further  complication  of  the  problem  of  increase  by 
different  wajrs  of  starting  children  in  life.  Taine  de- 
scribes France  under  the  old  regime  as  a  series  of  stair- 
cases separated  by  landings.  One  could  elbow  his  way 
upward  on  his  own  flight  of  steps ;  but  he  did  not  expect 
to  invade  the  staircase  above.  Besant  describes  the  Eng- 
lish professions  as  pleasant  parks,  guarded  each  by  a 
turnstile  where  a  thousand  pounds  is  demanded  of  the  lad 
who  would  enter.  Now  in  a  stratified  society,  where  in 
general  a  man  is  content  to  bring  up  his  children  to  his 
own  trade  and  manner  of  life,  the  restraint  on  numbers 
will  not  be  so  strong  as  in  a  society  stirred  to  its  depths 
with  hope  and  ambition,  where  to  talent  equipped  with 
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knowledge  all  doors  are  open,  where  higher  education  is 
not  difficult  of  access,  and  where  the  competition  of 
parents  to  get  their  sons  on  in  the  world  has  made  school- 
ing needful  in  the  battle  for  life  to  an  almost  preposterous 
degree. 

The  question  of  population  is  not  the  only  one  that 
ramifies  into  a  region  not  economic.  The  writer  once 
undertook  a  study  that  should  bring  to  light  the  forces 
that  fix  the  time  of  labor.  There  is,  of  course,  the  physical 
limit,  at  which  the  arm  refuses  to  lift  the  pickaxe  and  the 
eye  to  follow  the  stitches.  There  is  the  psychical  limit,  at 
which  the  pain  of  further  toil  becomes  intolerable.  There 
is  the  technical  consideration  that  prolongs  the  labor-day 
of  those  engaged  in  the  hotel,  railroad,  street-car,  restau- 
rant, theatre,  and  cab  services.  There  is  the  objective 
economic  consideration,  which  stops  labor  when  further 
strain  will  impair  to-morrow's  work.  There  is  the  «wJ- 
jective  economic  limit,  at  which  the  disutility  of  another 
quarter-hour  of  labor  exceeds  the  utility  of  that  quarter- 
hour's  product  And  this  inverse  relation  of  hours  and 
reward  of  labor  is  found  to  prevail  through  the  whole 
social  gamut,  from  bank  presidents  and  theatrical  managers 
to  cobblers  and  charwomen.  Then  there  is  the  fixing  of 
the  length  of  the  labor-day  by  this  consideration  working 
through  a  body  of  men,  as  in  a  factory.  The  day's  limit  is 
the  consensus  of  the  trade,  as  in  bricklaying,  or  of  some 
other  trade,  as  in  hod-carrying. 

So  far,  so  good.  But,  when  the  writer  began  to  inquire 
what  fixed  the  days  of  labor  in  the  year  as  well  as  the 
hours  of  labor  in  the  day,  new  and  lawless  forces  were 
encountered ;  and  the  essay  on  "  The  Time  of  Labor  "  was 
never  written.  Why  are  there  fifty-two  holidays  a  year 
for  almost  every  kind  of  labor?  Why  should  this  quota 
of  rest-time  be  reserved  for  the  destitute  as  well  as  the 
comfortable,  in  bad  times  as  well  as  in  good  times,  in 
poor  societies  as  well  as  in  rich  communities,  in  cold 
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climates  as  well  as  in  hot  climates  ?  How  is  it  that  the 
six-day  period  of  labor  introdaced  by  the  duodecimal 
Babylonians  among  the  state  slaves  employed  on  public 
works,  in  order  to  prevent  their  being  driven  to  death  by 
their  taskmasters,  has  come  to  be  universal  in  the  Western 
world?  Is  it  tradition,  belief,  or  expediency  that  upholds 
this  stupendous  institution,  disposing  as  it  does  of  one- 
seventh  of  the  time  of  man  with  an  authority  certainly 
more  than  economic  ?  If  the  last,  is  it  valued  for  its  uses 
in  this  world  or  for  its  bearing  in  the  next?  Is  it  pri- 
marily for  the  good  of  the  man  who  is  told  to  rest  or  for  the 
benefit  of  the  society  that  bids  him?  Is  it  a  hygienic 
measure  to  guard  the  vigor  of  the  race,  a  socialistic 
measure  to  compel  the  capitalist  to  furnish  the  laborer 
seven  days'  keep  for  six  days'  work,  or  a  police  measure 
intended  to  fortify  a  religion  that  is  considered  indispen- 
sable to  the  existence  of  social  order  ? 

Again,  take  the  twin  pillars  of  exchange, — security  and 
probity.  Security  is  of  course  explained  by  what  political 
science  can  tell  us  of  law  and  of  the  state.  But  whence 
this  probity  ?  Is  it  an  individual  quality,  like  color  of 
eyes?  Or  does  it  vary  with  social  conditions?  At  the 
present  moment  Japanese  firms  are  importing  Chinese  to 
fill  the  fiduciary  posts.  Is  this  because  commercial  tricki- 
ness  is  a  Japanese  race-character?  Then  why  was  this 
trait  so  rare  under  the  old  regime  ?  Here  is  a  quality  of 
great  economic  importance,  which  varies  in  mysterious 
sympathy  with  social  changes.  What  is  the  correlated 
fact  in  the  new  social  era  of  Japan  ?  Is  it  bad  Western 
example,  or  an  appetite  for  wealth  whetted  by  new  wants, 
or  a  flood-tide  of  new  ideas,  weakening  the  grip  of  the  old 
standards  and  ideals  that  held  fast  the  egoistic  individual 
in  a  kind  of  moral  matrix  ? 

The  honesty  of  Chinese  bankers  and  merchants  is  well 
known.  Yet  the  rottenness  of  government  is  proverbial. 
We  read :  ^^  Mines  do  not  pay  the  proprietors,  because  the 
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laborers  pilfer  the  production;  cotton  factories,  because 
the  mill-hands  carry  off  the  raw  material  stowed  away  in 
their  clothes.  The  most  important  Chinese  companies  are 
machines  for  the  wholesale  misappropriation  of  funds." 
The  explanation  of  the  paradox  seems  to  be  that  for  the 
traditional  and  familiar  business  relations  the  Chinese  have 
slowly  elaborated,  as  a  sine  qria  non  of  commerce,  a  pro- 
fessional morality  which  rules  veiy  authoritatively  those 
trained  under  it.  But  in  novel  relations  and  responsibili- 
ties not  provided  for  in  the  professional  ethics  the  native 
slipperiness  of  the  Celestial  comes  to  light.  But  this,  in 
turn,  opens  up  attractive  lines  of  inquiiy.  How  do  these 
professional  standards  and  ideals  grow  up?  What  gives 
them  their  binding  power?  Are  they  imposed  for  the 
good  of  society  at  large  or  for  the  good  of  the  trade  or 
profession  ?  Can  the  l&rger  social  group  impose  its  stand- 
ards in  the  same  way  ?  Should  abuses  be  cured  by  invok- 
ing law  or  by  stiffening  professional  ethics? 

Capital  takes  wings,  and,  surveying  the  planet  from 
China  to  Peru,  alights  wherever  there  is  a  railroad  to  build 
or  a  mine  to  develop.  But  it  is  otherwise  with  labor.  If 
the  economist  is  allowed  only  a  single  sentence  on  the 
mobility  of  labor,  he  will  probably  say  that,  like  borax  or 
bicycles,  it  seeks  the  best  market,  but  that  its  cost  of 
transportation  is  high.  If,  however,  he  is  granted  a 
chapter,  he  will  find  himself  compelled  to  follow  up  this 
problem  to  its  head-waters  in  another  region.  Why  does 
the  Englishman  migrate  only  to  English  colonies,  the 
Frenchman  to  French  colonies?  Why  are  there  streams 
of  migration  that  can  be  directed  or  turned  aside  ?  There 
are  not  streams  of  wheat  or  lumber  that  can  be  so  easily 
diverted.  Why  is  it  that  the  tide  flows  easily  enough 
after  the  first  few  boat-loads  of  Italians  have  gone  to  Brazil 
or  the  first  Norwegian  settlements  have  been  planted  in 
Minnesota  ?  We  are  told  American  labor  and  enterprise 
will  invade  the  Philippines,  if  we  keep  them.    Why  do 
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they  not  invade  them  now  ?  The  economic  situation  will 
not  be  changed  by  annexation.  All  this  suggests  that 
there  are  forces  that  influence  the  groupings,  co-operations, 
and  dealings  of  peoples  in  defiance  of  economic  considera- 
tions. 

At  this  moment  Germany  is  losing  her  Scandinayian 
trade  through  the  hostility  aroused  by  the  expulsions  of 
Danes  from  Schleswig-Hoktein.  An  anti-Semitic  journal 
in  Paris  has  just  been  ruined  in  paying  damages  to  trades- 
men whose  business  it  had  injured  by  publishing  them  as 
Jews.  French  unfriendliness  is  resented  by  fewer  Ameri- 
can orders  for  artichs  de  Paris,  Here  is  uneconomic  be- 
havior in  response  to  powerful  sympathies  and  antipathies 
that  we  had  assumed  to  be  dying  out.  There  is  certainly 
room  for  a  science  that  shall  inquire  how  far  social  group- 
ings correspond  to  economic  interest,  and  how  far  they 
ignore  it;  that  shall  assign  to  religion,  race,  language, 
nationality,  and  propinquity  their  due  share  in  the  forma- 
tion and  division  of  groups ;  and  that  shall  lay  down  the 
conditions  favorable  to  the  blending  of  such  groups,  com- 
paring in  assimilative  value  the  Russian  policy  of  persecu- 
tion with  the  American  policy  of  freedom  and  equality. 

The  tame  treatment  of  the  consumption  of  wealth  by  most 
economists  has  been  due  to  a  dim  perception  of  many  fac- 
tors which  are  not  economic.  The  fof ode  type  of  expendi- 
ture, that  lavishes  on  show  and  luxuries  and  scrimps  on 
necessaries,  goes  with  a  development  that  removes  the  old 
landmarks  and  stimulates  social  ambitions.  Fashion  ex- 
tends her  baleful  sway  with  the  disappearance  of  the  fixed 
classes  of  peasants,  burghers,  gentlefolk.  The  fact  that  all 
genuine,  plain,  homespun  articles  disappear  before  the 
universal  demand  for  cheap,  tawdry  imitations  of  the  fur- 
niture and  clothes  of  the  wealthy  is  due  to  the  democratic 
constitution  of  society.  Our  buggies  and  parlor  organs, 
our  plated  silver  and  veneered  furniture,  are  as  eloquent  of 
equality  as  our  corridor  cars.     The  absence  of  distinct 
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ways  of  living  for  the  well-to-do  and  the  ill-to-do  produces 
a  smooth-sloping  outward  uniformity  in  costume  and  fur- 
niture and  ornament,  which,  whenever  possible,  sacrifices 
reality  to  appearances. 

The  demand  for  food  and  fuel  is  original ;  but  most  of 
the  wants  that  drive  the  industrial  machine  are  inspired 
by  example.  If  these  imitations  were  haphazard,  there 
would  be  nothing  more  to  say.  But  are  they  not  law- 
abiding?  The  desire  for  parasols,  billiard-tables,  and 
bath-rooms  descends  in  a  series  of  cascades  from  the  social 
superior  to  the  social  inferior.  And  we  can  distinguish  a 
society  in  which  each  class  imitates  the  class  just  above  it 
from  one  in  which  the  decay  of  reverence  permits  the 
humblest  grades  to  ape,  as  well  as  they  can,  the  topmost 
grade,  and  so  produces  the  sweeping  uniformities  of  de- 
mocracy. Nor  will  other  inquiries  prove  fruitless.  How 
are  wants  transplanted  from  age  to  age  and  from  folk  to 
folk  ?  What  is  the  role  of  an  aristocracy  in  the  propaga- 
tion of  wants?  What  is  the  relation  of  city  to  country, 
of  the  smaller  cities  to  the  large  ones?  If  the  eight-hour 
day  comes,  what  are  the  influences  that  will  determine 
how  the  workingman  shall  dispose  of  his  margin  of 
leisure  ?  What  is  the  influence  of  education  in  the  spread 
of  wants  ? 

As  the  time  and  energy  of  labor  is  directly  related  to 
the  number  and  intensity  of  wants,  we  might  expect  each 
man's  economic  effort  to  depend  immediately  on  his  utility 
scale.  But  this  is  not  the  case.  Societies  themselves  get 
a  characteristic  adjustment  between  work  and  wants,  and 
this  consensus  overrides  the  individual  calculus.  It  is 
natural  that  a  younger  son,  like  Seattle  or  Portland,  should 
begin  the  day  earlier  and  work  harder  than  New  Haven 
or  Springfield.  But  what,  save  the  might  of  usage  and 
the  contagion  of  example,  can  explain  why  the  Western 
business  man,  even  when  he  has  made  a  fortune,  goes  on 
working    till    he    drops?      Moreover,  the  same  society 
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changes  its  calculus  from  age  to  age.  The  England  of 
Arthur  Toung  was  slower-pulsed  than  the  England  of 
to-day.  And  in  America,  since  1825,  we  appear  to  have 
been  fevered  with  a  gigantic,  continent-conquering  ambi- 
tion which  has  made  repose  almost  a  lost  art. 

The  economist,  if  challenged  to  differentiate  economics 
from  the  science  of  society,  might  point  out  that  his 
science  deals  with  simple  and  well-known  individual 
quantities  and  phenomena,  manifesting  themselves  in  the 
social  theatre  on  a  vast  scale.  Volumes  of  demand,  or 
products,  or  sales,  or  imports,  or  deposits,  or  investments, 
are  mere  aggregates  of  individual  acts.  And,  if  it  be  ob- 
jected that  the  socio-economic  fact — the  market,  bank, 
clearing-house,  or  factory — differs  from  the  individual  fact 
underlying  it,  he  might  retort  that  an  accident  is  an  indi- 
vidual fact,  but  if  it  happens  often  you  get  an  emergency 
hospital ;  that  a  fire  is  an  isolated  occurrence,  but  if  there 
are  many  fires  you  get  an  engine  company. 

So  far  the  economist  is  right.  But  how  about  cases 
where  the  social  fact  is  not  the  mere  footing  up  of  the 
column  of  private  facts?  To-day's  demand  for  a  stock 
may  be  composed  of  unrelated  individual  preferences ;  but 
to-morrow  there  is  a  flurry,  and  nine-tenths  of  the  desires 
to  get  or  dispose  of  that  stock  may  be  due  to  the  apparent 
desire  of  other  people  to  get  or  dispose  of  it.  A  run  on  a 
bank  has  quite  a  different  composition  from  the  total 
withdrawals  on  an  ordinaiy  day.  A  Tacoma  boom  has  a 
much  more  complex  structure  than  the  real  estate  market 
in  Cohoes.  The  analysis  of  a  Klondike  rush  reveals  more 
factors  and  problems  than  the  dissection  of  the  westward 
drift  of  our  population.  Comparing  the  value  of  an 
African  mining  stock  with  the  value  of  cattle  or  shirts,  it 
will  be  apparent  that  the  individual  estimates  underlying 
the  former  have  been  much  more  compounded  and  recom- 
pounded  than  those  on  which  the  latter  is  based. 

In  other  cases  we  have  to  do  with  persistent  currents  of 
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imitation  rather  than  transient  waves.  To  the  authority 
of  tradition  must  we  ascribe  the  exceptional  esteem  in 
which  landed  property  continues  to  be  held  in  England, 
the  Jewish  predilection  for  the  occupation  of  trade  and 
finance,  the  British  willingness  to  take  speculative  risks, 
the  Scotch  regard  for  the  *'  mony  mickles  "  that  *^  make  a 
muckle,"  or  the  American  farmer's  obstinate  adherence  to 
the  isolated  homestead.  Now  the  laws  of  cross-imitation 
and  of  up-and-down  imitation  are  revealed  only  to  him  who 
studies  the  most  various  social  phenomena.  Tulip  manias 
and  Black  Fridajrs  and  Denver  booms  and  South  Sea 
bubbles  and  Kaffir  circuses  must  be  referred  to  a  series  of 
phenomena  ranging  from  mobs  and  revivals  to  political 
landslides.  What  is  the  nucleus  of  such  a  movement? 
What  are  the  stages  of  its  growth?  How  can  it  be 
stopped?  What  social  conditions  favor  it?  How  does 
progress  affect  it?  For  light  on  these  questions  the  econ- 
omist must  cross  the  frontier. 

I  have  cited  enough  illustrations  to  show  that  the  econ- 
omist is  sometimes  led  to  push  his  inquiries  over  into  an 
adjoining  tract  of  knowledge  that  covers  human  action, 
and  yet  is  not  jurisprudence  or  ethics  or  political  science. 
This  adjacent  science  that  busies  itself  with  imitation  and 
custom  and  tradition  and  conventionality ;  that  seeks  the 
•origin,  meaning,  and  authority  of  the  standards  and  ideals 
shaping  individual  action ;  that  traces  the  connection  be- 
tween the  constitution  of  a  society  and  the  opportunities 
and  ambitions  of  its  members;  that  inquires  into  the 
causes  and  the  consequences  of  the  spontaneous  senti- 
mental groupings  of  men ;  and  that  deals  with  the  develop- 
ment of  the  social  mind  and  the  means  and  extent  of  its 
ascendency  over  the  desires  and  valuations  of  individual 
minds, —  this  science  is  Sociology. 

The  empire  of  the  Czar  is  bounded  on  its  western 
frx)ntier  by  the  clearly  defined  and  well-explored  territories 
of  highly  organized  governments  like  Austria  and  Ger- 
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many.  On  its  eastern  side,  until  recently  at  least,  it 
melted  vaguely  into  the  little-known  lands  disputed  among 
the  khanates  of  Central  Asia.  Economics  likewise  is 
bounded  for  the  most  part  by  regions  that  have  been  well 
defined  and  thoroughly  explored  by  highly  organized 
sciences.  But  on  one  side  it  is  embarrassed  by  an  un- 
certain and  disputed  frontier  with  a  little-known  territory, 
subject  to  the  contradictory  and  unreasonable  claims  of 
rival  chieftains.    Sociology  is  its  Central  Asia. 

Edward  Alswobth  Ross. 


Digitized  by  VjOOQIC 


THE  PRECONCEPTIONS  OF  ECONOMIC 
SCIENCE. 

II. 

Adam  Smith's  animistic  bent  asserts  itself  more  plainly 
and  more  effectually  in  the  general  trend  and  aim  of  his 
discussion  than  in  the  details  of  theory.  '^  Adam  Smith's 
WectUh  of  Nations  is,  in  fact,  so  far  as  it  has  one  single 
purpose,  a  vindication  of  the  unconscious  law  present  in 
the  separate  actions  of  men  when  these  actions  are  directed 
by  a  certain  strong  personal  motive."  *  Both  in  the  Theory 
of  the  Moral  Sentiments  and  in  the  Wealth  of  Nations  there 
are  many  passages  that  testify  to  his  abiding  conviction 
that  there  is  a  wholesome  trend  in  the  natural  course  of 
things,  and  the  characteristically  optimistic  tone  in  which 
he  speaks  for  natural  liberty  is  but  an  expression  of  this 
conviction.  An  extreme  resort  to  this  animistic  ground 
occurs  in  his  plea  for  freedom  of  investment,  f 

In  the  proposition  tJiat  men  are  *^led  by  an  invisible 
hand,"  Smith  does  not  fall  back  on  a  meddling  Provi- 
dence who  is  to  set  human  affairs  straight  when  they  are 
in  danger  of  going  askew.  He  conceives  the  Creator  to 
be  very  continent  in  the  matter  of  interference  with  the 
natural  course  of  things.    The  Creator  has  established 

*Boiiar,  Philosophy  and  Political  Economy,  pp.  177, 178. 

t "  Every  individaal  is  oontiniially  exettiiifi:  himself  to  find  oat  the  most 
advantageouB  employment  for  whateyer  capital  he  can  conmiand.  It  is  his 
own  advantage,  and  not  that  of  the  society,  which  he  has  in  view,  fint  the 
study  of  his  own  advantage  naturaUy,  or  rather  necessarily,  leads  him  to  prefer 
that  employment  which  is  most  advantageons  to  the  society. ...  By  directing 
that  industry  in  such  a  manner  as  its  produce  may  be  of  the  greatest  value,  he 
intends  only  his  own  gain ;  and  he  is  in  this,  as  in  many  other  oases,  led  by  an 
invisible  hand  to  promote  an  end  which  was  no  part  of  his  intention.  Nor  is  it 
always  the  worse  for  society  that  it  was  no  part  of  it.  By  pursuing  lus  own 
interest  he  frequently  promotes  that  of  the  society  more  effectually  than  whem 
he  really  intends  to  promote  it.'*     Wealth  (/  Nations^  Book  IV.  chap.  ii. 
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the  natural  order  to  serve  the  ends  of  human  welfare; 
and  he  has  very  nicely  adjusted  the  efficient  causes  com- 
prised in  the  natural  order,  including  human  aims  and 
motives,  to  this  work  that  they  are  to  accomplish.  The 
guidance  of  the  invisible  hand  takes  place  not  by  way 
of  interposition,  but  through  a  comprehensive  scheme  of 
contrivances  established  from  the  beginning.  For  the 
purpose  of  economic  theory,  man  is  conceived  to  be  con- 
sistently self-peeking ;  but  this  economic  man  is  a  part  of 
the  mechanism  of  nature,  and  his  self-seeking  traffic  is 
but  a  means  whereby,  in  the  natural  course  of  things,  the 
general  welfare  is  worked  out.  The  scheme  as  a  whole 
is  guided  by  the  end  to  be  reached,  but  the  sequence  of 
events  through  which  the  end  is  reached  is  a  causal 
sequence  which  is  not  broken  into  episodically.  The 
benevolent  work  of  guidance  was  performed  in  first 
establishing  an  ingenious  mechanism  of  forces  and  mo- 
tives capable  of  accomplishing  an  ordained  result,  and 
nothing  beyond  the  enduring  constraint  of  an  established 
trend  remains  to  enforce  the  divine  purpose  in  the  result- 
ing natural  course  of  things. 

The  sequence  of  events,  including  human  motives  and 
human  conduct,  is  a  causal  sequence ;  but  it  is  also  some- 
thing more,  or,  rather,  there  is  also  another  element  of 
continuity  besides  that  of  brute  cause  and  effect,  pres- 
ent even  in  the  step-by-step  process  whereby  the  natural 
course  of  things  reaches  its  final  term.  The  presence  of 
such  a  quasi-spiritual  or  non-causal  element  is  evident 
from  two  (alleged)  facts.  (1)  The  course  of  things  may 
be  deflected  from  the  direct  line  of  approach  to  that 
consummate  human  welfare  which  is  its  legitimate  end. 
The  natural  trend  of  things  may  be  overborne  by  an 
untoward  conjuncture  of  causea  There  is  a  distinction, 
often  distressingly  actual  and  persistent,  between  the 
legitimate  and  the  observed  course  of  things.  If  **  nat- 
ural," in  Adam  Smith's  use,  meant  necessary,  in  the  sense 
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of  cauBallj  determined,  no  divergenoe  of  events  from  the 
natural  or  legitimate  coarse  of  things  would  be  possible. 
If  the  mechanism  of  nature,  including  man,  were  a  me- 
chanically competent  contrivance  for  achieving  the  great 
artificer's  design,  there  could  be  no  such  episodes  of 
blundering  and  perverse  departure  from  the  direct  path 
as  Adam  Smith  finds  in  nearly  all  existing  arrangements. 
Institutional  facts  would  then  be  "natural." *  (2)  When 
things  have  gone  wrong,  they  will  right  themselves  if 
interference  with  the  natural  course  ceases ;  whereas,  in 
the  case  of  a  causal  sequence  simply,  the  mere  cessation 
of  interference  will  not  leave  the  outcome  the  same  as 
if  no  interference  had  taken  place.  This  recuperative 
power  of  nature  is  of  an  extra-mechanical  character. 
The  continuity  of  sequence  by  force  of  which  the  natu- 
ral course  of  things  prevails  is,  therefore,  not  of  the 
nature  of  cause  and  effect,  since  it  bridges  intervals  and 
interruptions  in  the  causal  sequence.f  Adam  Smith's 
use  of  the  term  "real"  in  statements  of  theory — as, 
for  example,  "real  value,"  "real  price "$  —  is  evidence 
to  this  effect.  "  Natural "  commonly  has  the  same  mean- 
ing as  "real"  in  this  connection.§  Both  "natural"  and 
"real"  are  placed  in  contrast  with  the  actual;  and,  in 
Adam  Smith's  apprehension,  both  have  a  substantiality 

*  The  disorepanoy  between  the  actual,  cansaUy  determined  Dtnation  and 
the  divinely  intended  consommatlon  is  the  metaphysical  gioond  of  all  that 
inculcation  tyf  morality  and  enlightened  policy  that  makes  np  so  large  a  pari 
of  Adam  Smith's  work.  The  like,  of  conxee,  holds  true  for  all  moralists  and 
reformers  who  proceed  on  the  assumption  of  a  proyidential  order. 

t  "  In  the  political  body,  howcTer,  the  wisdom  of  nature  has  fortunately 
made  ample  provision  for  remedying  many  of  the  bad  effects  of  the  folly  and 
injustice  of  man ;  in  the  same  manner  as  it  has  done  in  the  natural  body,  for 
remed3ring  those  of  his  sloth  and  intemperance."  WeaUh  qf  Nations,  Book  IV. 
chap.  iz. 

t  E.g,,  "  the  real  measure  of  the  exchangeable  value  of  all  commodities.'* 
Wealth  <2f  Nations^  Book  I.  chap,  v.,  and  repeatedly  in  the  like  connection. 

§  E.g.y  Book  I.  chap.  vii. :  "When  the  price  of  any  commodity  is  neither 
more  nor  less  than  what  is  sufficient  to  pay  the  rent  of  the  land,  the  wages  of 
the  labor,  and  the  profits  of  the  stock  employed  in  raising,  preparing,  and 
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different  from  and  saperior  to  facts.  The  view  inyolveB 
a  distinction  between  reality  and  fact,  which  survivea 
in  a  weakened  form  in  the  theories  of  ^^ normal"  prices^ 
wages,  profits,  costs,  in  Adam  Smith's  successors. 

This  animistic  prepossession  seems  to  pervade  the  ear- 
lier of  his  two  monumental  works  in  a  greater  degree 
than  the  latter.  In  the  Moral  SentimenU  recourse  is  had 
to  the  teleological  ground  of  the  natural  order  more 
freely  and  with  perceptibly  greater  insistence.  There 
seems  to  be  reason  for  holding  that  the  animistic  pre- 
conception weakened  or,  at  any  rate,  fell  more  into  the 
background  as  his  later  work  of  speculation  and  investi- 
gation proceeded.  The  change  shows  itself  also  in  some 
details  of  his  economic  theory,  as  first  set  forth  in  the 
LectureSy  and  afterwards  more  fully  developed  in  the 
Wealth  of  Nations,  So,  for  instance,  in  the  earlier  pre- 
sentation of  the  matter,  ^^  the  division  of  labor  is  the  im- 
mediate cause  of  opulence " ;  and  this  division  of  labor, 
which  is  the  chief  condition  of  economic  well-being, 
*'  flows  from  a  direct  propensity  in  human  nature  for  one 
man  to  barter  with  another."*  The  "propensity"  in 
question  is  here  appealed  to  as  a  natural  endowment  im- 
mediately given  to  man  with  a  view  to  the  welfare  of 
human  society,  and  without  any  attempt  at  further  ex- 
planation of  how  man  has  come  by  it.  No  causal  expla- 
nation of  its  presence  or  character  is  offered.  But  the 
corresponding  passage  of  the  Wealth  of  Nations  handles 
the  question  more  cautiously.f  Other  parallel  passages 
might  be  compared  with  much  the  same  effect.    The 

bringins:  it  to  market,  aeooiding  to  their  natural  rates,  the  commodity  is  then 
sold  for  what  may  be  oaUed  its  natural  price."  *^The  actual  price  at  which 
any  commodity  is  commonly  sold  is  caUed  its  market  price.  It  may  be  either 
above  or  below  or  exactly  the  same  with  its  natural  price.'* 

^Leetwres  qf  Adam  Smith  (Ed.  Oannan,  1896),  p.  169. 

t "  This  division  of  labor,  from  which  so  many  advantages  are  derived,  is 
not  originally  the  effect  of  any  hnman  wisdom,  which  foresees  and  intends 
that  general  opulence  to  which  it  giy^s  occasion.    It  is  the  necessary  though 
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guiding  hand  has  withdrawn  farther  from  the  range  of 
human  viflion. 

However,  these  and  other  like  filial  expressions  of  a 
devout  optimism  need,  perhaps,  not  be  taken  as  integral 
features  of  Adam  Smith's  economic  theory,  or  as  seri- 
ously a£Feoting  the  character  of  his  work  as  an  economist. 
They  are  the  expression  of  his  general  philosophical  and 
theological  views,  and  are  significant  for  the  present  pur- 
pose chiefly  as  evidences  of  an  animistic  and  optimistic 
bent.  They  go  to  show  what  is  Adam  Smith's  accepted 
ground  of  finality, —  the  ground  to  which  all  his  specula- 
tions on  human  affairs  converge ;  but  they  do  not  in  any 
great  degree  show  the  teleological  bias  guiding  the  formu- 
lation of  economic  theory  in  detail. 

The  effective  working  of  the  teleological  bias  is  best 
seen  in  Smith's  more  detailed  handling  of  economic  phe- 
nomena— in  his  discussion  of  what  may  loosely  be  called 
economic  institutions  —  and  in  the  criteria  and  principles 
of  procedure  by  which  he  is  guided  in  incorporating  these 
features  of  economic  life  into  the  general  structure  of  his 
theory.  A  fair  instance,  though  perhaps  not  the  most 
telling  one,  is  the  discussion  of  the  **real  and  nominal 
price,"  and  of  the  ^  natural  and  market  price  "  of  commo- 
dities, already  referred  to  above.*  The  "real"  price  of 
commodities  is  their  value  in  terms  of  human  life.  At 
this  point  Smith  differs  from  the  Physiocrats,  with  whom 
the  ultimate  terms  of  value  are  afforded  by  human  suste- 
nance taken  as  a  product  of  the  functioning  of  brute 
nature ;  the  cause  of  the  difference  being  that  the  Physi- 
ocrats conceived  the  natural  order  which  works  towards 

very  alow  and  grndual  oonaequenoe  of  a  oertain  propeodtj  in  hnman  nature 
which  has  in  Tiew  no  sach  extensiye  ntility, — the  propensity  to  tmok,  barter, 
and  exchange  one  thing  for  another.  Whether  this  propennty  be  one  of  those 
original  principles  in  hnman  nature  of  whieh  no  further  account  can  be  giTsn, 
or  whether,  as  seems  more  probable,  it  be  the  necessary  eonseqnenee  of  the 
faculties  of  reason  and  speech,  it  belongs  not  to  our  present  subject  to  inquire." 
Weakh  (if  Nations,  Book  I.  ohap.  iL 

*  Weakh  qfNatums,  Book  I.  chaps,  y.-vii. 
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the  material  well-being  of  man  to  comprise  the  non-human 
environment  only,  whereas  Adam  Smith  includes  man  in 
this  concept  of  the  natural  order,  and,  indeed,  makes  him 
the  central  figure  in  the  process  of  production.  With  the 
Physiocrats,  production  is  the  work  of  nature :  with  Adam 
Smith,  it  is  the  work  of  man  and  nature,  with  man  in  the 
foreground.  In  Adam  Smith,  therefore,  labor  is  the  final 
term  in  valuation.  This  ^^  real ''  value  of  commodities  is 
the  value  imputed  to  them  by  the  economist  under  the 
stress  of  his  teleological  preconception.  It  has  little,  if 
any,  place  in  the  course  of  economic  events,  and  no  bear- 
ing on  human  affairs,  apart  from  the  sentimental  influence 
which  such  a  preconception  in  favor  of  a  *^  real  value  "  in 
things  may  exert  upon  men's  notions  of  what  is  the  good 
and  equitable  course  to  pursue  in  their  transactions.  It 
is  impossible  to  gauge  this  real  value  of  goods ;  it  cannot 
be  measured  or  expressed  in  concrete  terms.  Still,  if 
labor  exchanges  for  a  varying  quantity  of  goods,  ^*it  is 
their  value  which  varies,  not  that  of  the  labor  which  pur- 
chases them."  *  The  values  which  practically  attach  to 
goods  in  men's  handling  of  them  are  conceived  to  be  de- 
termined without  regard  to  the  real  value  which  Adam 
Smith  imputes  to  the  goods ;  but,  for  all  that,  the  substan- 
tial fact  with  respect  to  these  market  values  is  their  pre- 
sumed approximation  to  the  real  values  teleologically 
imputed  to  the  goods  under  the  guidance  of  inviolate 
natural  laws.  The  real,  or  natural,  value  of  articles  has 
no  causal  relation  to  the  value  at  which  they  exchange. 
The  discussion  of  how  values  are  determined  in  practice 
runs  on  the  motives  of  the  buyers  and  sellers,  and  the 
relative  advantage  enjoyed  by  the  parties  to  the  transac- 
tion.f  It  is  a  discussion  of  a  process  of  valuation,  quite 
unrelated  to  the  "real,"  or  "natural,"  price  of  things,  and 

*  Wealth  (ifNatums,  Book  I.  ohap.  y. 

t  As,  e»g.,  the  entire  disenfluoii  of  the  detenninatioii  of  Waget,  Profits,  and 
Rent,  in  Book  I.  chaps.  Tiii.-xi« 
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quite  anrelarted  to  the  grounds  on  which  things  are  held 
to  come  by  their  real,  or  natural,  price ;  and  yet,  when  the 
complex  process  of  valuation  has  been  traced  out  in  terms 
of  human  motives  and  the  exigencies  of  the  market,  Adam 
Smith  feels  that  he  has  only  cleared  the  ground.  He  then 
turns  to  the  serious  business  of  accounting  for  value  and 
price  theoretically,  and  making  the  ascertained  facts  ar- 
ticulate with  his  teleological  theory  of  economic  life.* 

The  occurrence  of  the  words  "ordinary"  and  "aver- 
age "  in  this  connection  need  not  be  taken  too  seriously. 
The  context  makes  it  plain  that  the  equality  which  com- 
monly subsists  between  the  ordinary  or  average  rates,  and 
the  natural  rates,  is  a  matter  of  coincidence,  not  of  iden- 
tity. Not  only  are  there  temporary  deviations,  but  there 
may  be  a  permanent  divergence  between  the  ordinary  and 
the  natural  price  of  a  commodity;  as  in  case  of  a  mo- 
nopoly or  of  produce  grown  under  peculiar  circumstances 
of  soil  or  climate.f 

The  natural  price  coincides  with  the  price  fixed  by 
competition,  because  competition  means  the  unimpeded 
play  of  those  efficient  forces  through  which  the  nicely 
adjusted  mechanism  of  nature  works  out  the  design  to 
accomplish  which  it  was  contrived.  The  natural  price 
is  reached  through  the  free  interplay  of  the  factors  of 

*  *'  There  ib  in  every  society  or  neigrhborhood  an  ordinary  or  average  rate 
both  of  wages  and  profit  in  every  different  employment  of  Labor  and  stock. 
This  rate  is  naturally  regulated,  . .  .  partly  by  the  general  oircnmstanoes  of  the 
society.  . . .  There  is,  likewise,  in  every  society  or  neighborhood  an  ordinary 
or  average  rate  of  rent,  which  is  regulated,  too. .  .  .  These  ordinary  or  average 
rates  may  be  called  the  natural  rates  of  wages,  profit,  and  rent,  at  the  time 
and  place  in  which  they  commonly  prevail.  When  the  price  of  any  commodity 
is  neither  more  nor  less  than  what  is  sufficient  to  pay  the  rent  of  the  land,  the 
wages  of  the  labor,  and  the  profits  of  the  stock  employed  in  raunng,  preparing, 
and  bringing  it  to  market,  according  to  their  natural  rates,  the  commodity  is 
then  sold  for  what  may  be  called  its  natural  price."  Weallh  qf  Nations,  Book 
I.  chap.  viL 

t "  Such  commodities  may  continue  for  whole  centuries  together  to  be  sold 
at  this  high  price ;  and  that  part  of  it  which  resolves  itself  into  the  rent  of 
land  is,  in  this  case,  the  part  which  is  generally  paid  above  its  natural  rate." 
Book  I.  chap.  vii. 
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prodaction,  and  it  is  itself  an  outcome  of  production. 
Nature,  including  the  human  factor,  works  to  turn  out  the 
goods;  and  the  natural  value  of  the  goods  is  their  ap- 
praisement from  the  standpoint  of  this  productive  process 
of  nature.  Natural  value  is  a  category  of  production: 
whereas,  notoriously,  exchange  value  or  market  price  is 
a  category  of  distribution.  And  Adam  Smith's  theoreti- 
cal handling  of  market  price  aims  to  show  how  the  factors 
of  human  predilection  and  human  wants  at  work  in  the 
higgling  of  the  market  bring  about  a  result  in  passable 
consonance  with  the  natural  laws  that  are  conceived  to 
govern  production. 

The  natural  price  is  a  composite  result  of  the  blending 
of  the  three  ^^  component  parts  of  the  price  of  commodi- 
ties,''—  the  natural  wages  of  laborer,  the  natural  profits 
of  stock,  and  the  natural  rent  of  land ;  and  each  of  these 
three  components  is  in  its  turn  the  measure  of  the  pro- 
ductive effect  of  the  factor  to  which  it  pertains.  The 
further  discussion  of  these  shares  in  distribution  aims 
to  account  for  the  facts  of  distribution  on  the  ground  of 
the  productivity  of  the  factors  which  are  held  to  share 
the  product  between  them.  That  is  to  say,  Adam  Smith's 
preconception  of  a  productive  natural  process  as  the  basis 
of  his  economic  theory  dominates  his  aims  and  procedure, 
when  he  comes  to  deal  with  phenomena  that  cannot  be 
stated  in  terms  of  production.  The  causal  sequence  in 
the  process  of  distribution  is,  by  Adam  Smith's  own  show- 
ing, unrelated  to  the  causal  sequence  in  the  process  of 
production ;  but,  since  the  latter  is  the  substantial  fact, 
as  viewed  from  the  standpoint  of  a  teleological  natural 
order,  the  former  must  be  stated  in  terms  of  the  latter 
before  Adam  Smith's  sense  of  substantiality,  or  '^  reality," 
is  satisfied.  Something  of  the  same  kind  is,  of  course, 
visible  in  the  Physiocrats  and  in  Cantillon.  It  amounts 
to  an  extension  of  the  natural-rights  preconception  to 
economic  theory.  Adam  Smith's  discussion  of  distribu- 
tion as  a  function  of  productivity  might  be  traced  in 
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detail  through  his  handling  of  Wages,  Profits,  and 
Rent ;  but,  since  the  aim  here  is  a  brief  characterization 
only,  and  not  an  exposition,  no  farther  pursuit  of  this 
point  seems  feasible. 

It  may,  however,  be  worth  while  to  point  out  another 
line  of  influence  along  which  the  dominance  of  the  teleo- 
logical  preconception  shows  itself  in  Adam  Smith.  This 
is  the  normalization  of  data,  in  order  to  bring  them  into 
consonance  with  an  orderly  course  of  approach  to  the 
putative  9atural  end  of  economic  life  and  development. 
The  result  of  this  normalization  of  data  is,  on  the  one 
hand,  the  use  of  what  James  Steuart  calls  ^^  conjectural 
history"  in  dealing  with  past  phases  of  economic  life, 
and,  on  the  other  hand,  a  statement  of  present-day  phe- 
nomena in  terms  of  what  legitimately  ought  to  be  accord- 
ing to  the  God-given  end  of  life  ratiier  than  in  terms  of 
unconstrued  observation.  Account  is  taken  of  the  facts 
(supposed  or  observed)  ostensibly  in  terms  of  causal  se- 
quence, but  the  imputed  causal  sequence  is  construed  to 
run  on  lines  of  teleological  legitimacy. 

A  familiar  instance  of  this  ^^  conjectural  history,"  in  a 
highly  and  effectively  normalized  form,  is  the  account 
of  ^^  that  early  and  rude  state  of  society  which  precedes 
both  the  accumulation  of  stock  and  the  appropriation  of 
land."  *  It  is  needless  at  this  day  to  point  out  that  this 
"  early  and  rude  state,"  in  which  "  the  whole  produce  of 
labor  belongs  to  the  laborer,"  is  altogether  a  figment. 
The  whole  narrative,  from  the  putative  origin  down,  is 
not  only  supposititious,  but  it  is  merely  a  schematic  pre- 
sentation of  what  should  have  been  the  course  of  past 
development,  in  order  to  lead  up  to  that  ideal  economic 
situation  which  would  satisfy  Adam  Smith's  preconcep- 
tion.!     As  the    narrative  comes  nearer  the  region  of 

*  Wealth  (ifNaiums^  Book  I.  ohap*  ^« !  *lso  ohap.  Tiii. 

tFor  an  instaiioe  of  how  these  early  phases  of  industrial  dsTelopment 
appear,  when  not  seen  in  the  li^rht  of  Adam  Smith's  preoonoeption,  see,  amonff 
others,  Bilcher,  JSnUtekung  der  VoUcgwiriMchaft. 
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known  latter-daj  facts,  the  normalization  of  the  data 
becomes  more  difficult  and  receives  more  detailed  atten- 
tion; but  the  change  in  method  is  a  change  of  degree 
rather  than  of  kind.  In  the  ^*  early  and  rude  state  "  the 
coincidence  of  the  ^^ natural''  and  the  actual  course  of 
events  is  immediate  and  undisturbed,  there  being  no 
refractory  data  at  hand ;  but  in  the  later  stages  and  in 
the  present  situation,  where  refractory  facts  abound,  the 
co-ordination  is  difficult,  and  the  coincidence  can  be 
shown  only  by  a  free  abstraction  from  phenomena  that 
are  irrelevant  to  the  teleological  trend  and  by  a  laborious 
interpretation  of  the  rest.  The  facts  of  modern  life  are 
intricate,  and  lend  themselves  to  statement  in  the  terms 
of  the  theory  only  after  they  have  been  subjected  to  a 
^^  higher  criticism." 

The  chapter  ^^Of  the  Origin  and  Use  of  Money"  *  is  an 
elegantly  normalized  account  of  the  origin  and  nature  of 
an  economic  institution,  and  Adam  Smith's  further  dis- 
cussion of  money  runs  on  the  same  lines.  The  origin  of 
money  is  stated  in  terms  of  the  purpose  which  money 
should  legitimately  serve  in  such  a  community  as  Adam 
Smith  considered  right  and  good,  not  in  terms  of  the 
motives  and  exigencies  which  have  resulted  in  the  use  of 
money  and  in  the  gradual  rise  of  the  existing  method 
of  payment  and  accounts.  Money  is  ^^the  great  wheel 
of  circulation,"  which  effects  the  transfer  of  goods  in 
process  of  production  and  the  distribution  of  the  finished 
goods  to  the  consumers.  It  is  an  organ  of  the  economic 
commonwealth  rather  than  an  expedient  of  accounting 
and  a  conventional  repository  of  wealth. 

It  is  perhaps  superfluous  to  remark  that  to  the  '^  plain 
man,"  who  is  not  concerned  with  the  ^^  natural  course  of 
things  "  in  a  consummate  Q-eldwirtBclurft^  the  money  that 
passes  his  hand  is  not  a  ^*  great  wheel  of  circulation."  To 
the  Samoyed,  for  instance,  the  reindeer  which  serves  him 

*Book  I.  ohap.  It. 
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as  unit  of  value  is  wealth  in  the  most  concrete  and  tan- 
gible form.  Much  the  same  is  true  of  coin,  or  even  of 
bank-notes,  in  the  apprehension  of  unsophisticated  people 
among  ourselves  to-day.  And  yet  it  is  in  terms  of  the 
habits  and  conditions  of  life  of  these  ^^  plain  people  "  that 
the  development  of  money  will  have  to  be  accounted  for 
if  it  is  to  be  stated  in  terms  of  cause  and  effect 

The  few  scattered  passages  already  cited  may  serve  to 
illustrate  how  Adam  Smith's  animistic  or  teleologioal  bent 
shapes  the  general  structure  of  his  theory  and  gives  it 
consistency.  The  principle  of  definitive  formulation  in 
Adam  Smith's  economic  knowledge  is  afforded  by  a  puta- 
tive purpose  that  does  not  at  any  point  enter  causally 
into  the  economic  life  process  which  he  seeks  to  know. 
This  formative  or  normative  purpose  or  end  is  not  freely 
conceived  to  enter  as  an  efficient  agent  in  the  events  dis- 
cussed, or  to  be  in  any  way  consciously  present  in  the 
process.  It  can  scarcely  be  taken  as  an  animistic  agency 
•engaged  in  the  process.  It  sanctions  the  course  of  things, 
and  gives  legitimacy  and  substance  to  the  sequence  of 
events,  so  far  as  this  sequence  may  be  made  to  square 
with  the  requirements  of  the  imputed  end.  It  has  there- 
fore a  ceremonial  or  symbolical  force  only,  and  lends  the 
discussion  a  ceremonial  competency ;  although  with  econ- 
omists who  have  been  in  passable  agreement  with  Adam 
Smith  as  regards  the  legitimate  end  of  economic  life  this 
ceremonial  consistency,  or  consistency  de  Jure^  has  for 
many  purposes  been  accepted  as  the  formulation  of  a 
causal  continuity  in  the  phenomena  that  have  been  inter- 
preted in  its  terms.  Elucidations  of  what  normally  ought 
to  happen,  as  a  matter  of  ceremonial  necessity,  have  in 
this  way  come  to  pass  for  an  account  of  matters  of  fact. 

But,  as  has  already  been  pointed  out,  there  is  much 
more  to  Adam  Smith's  exposition  of  theory  than  a  formu- 
lation of  what  ought  to  be.     Much  of  the  advance  he 
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achieved  over  his  predecessors  consists  in  a  larger  and 
more  painstaking  scrutiny  of  facts,  and  a  more  consistent 
tracing  out  of  causal  continuity  in  the  facts  handled.  No 
doubt,  his  superiority  over  the  Physiocrats,  that  charac- 
teristic of  his  work  by  virtue  of  which  it  superseded  theirs 
in  the  farther  growth  of  economic  science,  lies  to  some 
extent  in  his  recourse  to  a  different,  more  modern  ground 
of  normality, —  a  ground  more  in  consonance  with  the  body 
of  preconceptions  that  have  had  the  vogue  in  later  gener- 
ations. It  is  a  shifting  of  the  point  of  view  from  which 
the  facts  are  handled ;  but  it  comes  in  great  part  to  a  sub- 
stitution of  a  new  body  of  preconceptions  for  the  old,  or 
a  new  adaptation  of  the  old  ground  of  finality,  rather 
than  an  elimination  of  all  metaphysical  or  animistic  norms 
of  valuation.  With  Adam  Smith,  as  with  the  Physio- 
crats, the  fundamental  question,  the  answer  to  which 
affords  the  point  of  departure  and  the  norm  of  procedure, 
is  a  question  of  substantiality  or  economic  ^^  reality." 
With  both,  the  answer  to  this  question  is  given  naively, 
as  a  deliverance  of  common  sense.  Neither  is  disturbed 
by  doubts  as  to  this  deliverance  of  common  sense  or  by 
any  need  of  scrutinizing  it.  To  the  Physiocrats  this 
substantial  ground  of  economic  reality  is  the  nutritive 
process  of  Nature.  To  Adam  Smith  it  is  Labor.  His 
reality  has  the  advantage  of  being  the  deliverance  of  the 
eommon  sense  of  a  more  modern  community,  and  one 
that  has  maintained  itself  in  force  more  widely  and  in 
better  consonance  with  the  facts  of  latter-day  industry. 
The  Physiocrats  owe  their  preconception  of  the  produc- 
tiveness of  nature  to  the  habits  of  thought  of  a  commu- 
nity in  whose  economic  life  the  dominant  phenomenon 
was  the  owner  of  agricultural  land.  Adam  Smith  owes 
his  preconception  in  favor  of  labor  to  a  community  in 
which  the  obtrusive  economic  feature  of  the  immediate 
past  was  handicraft  and  agriculture,  with  commerce  as 
a  scarcely  secondary  phenomenon. 
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So  far  as  Adam  Smith's  economic  theories  are  a  tracing 
out  of  the  causal  sequence  in  economic  phenomena,  they 
are  worked  out  in  terms  given  by  these  two  main  direo- 
tions  of  activity, —  human  effort  directed  to  the  shaping 
of  the  material  means  of  life,  and  human  effort  and  dis- 
cretion directed  to  a  pecuniary  gain.  The  former  is  the 
great,  substantial  productive  force :  the  latter  is  not  im- 
mediately, or  proximately,  productive.*  Adam  Smith  stiU 
has  too  lively  a  sense  of  the  nutritive  purpose  of  the  order 
of  nature  freely  to  extend  the  concept  of  productiveness 
to  any  activity  that  does  not  jdeld  a  material  increase  of 
the  creature  comforts.  His  instinctive  appreciation  of  the 
substantial  virtue  of  whatever  effectually  furthers  nutri- 
tion, even  leads  him  into  the  concession  that  ^^  in  agricult- 
ure nature  labors  along  with  man,"  although  the  general 
tenor  of  his  argument  is  that  the  productive  force  with 
which  the  economist  always  has  to  count  is  human  labor. 
This  recognized  substantiality  of  labor  as  productive  is, 
as  has  already  been  remarked,  accountable  for  his  effort 
to  reduce  to  terms  of  productive  labor  such  a  category 
of  distribution  as  exchange  value. 

With  but  slight  qualification,  it  will  hold  that,  in  the 
causal  sequence  which  Adam  Smith  traces  out  in  his 
economic  theories  proper  (contained  in  the  first  three 
books  of  the  Wealth  of  Nations)^  the  causally  efficient 
factor  is  conceived  to  be  human  nature  in  these  two  re- 
lations,—  of  productive  efficiency  and  pecuniary  gain 
through  exchange.  Pecuniary  gain  —  gain  in  the  ma- 
terial means  of  life  through  barter  —  furnishes  the  motive 
force  to  the  economic  activity  of  the  individual ;  although 
productive  efficiency  is  the  legitimate,  normal  end  of  the 
community's  economic  life.  To  such  an  extent  does  this 
concept  of  man's  seeking  his  ends  through  '^  truck,  barter, 
and  exchange  "  pervade  Adam  Smith's  treatment  of  eco- 

•See  Wealth  of  Nations,  Book  II.  ohap.  v.,  ''Of  the  Differant  Employ- 
ment  of  Capitftk." 
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nomio  processes  that  he  even  states  production  in  its 
terms,  and  says  that  ^*  labor  was  the  first  price,  the  origi- 
nal purchase-money,  that  was  paid  for  all  things."  *  The 
human  nature  engaged  in  this  pecuniary  traffic  is  con- 
ceived in  somewhat  hedonistic  terms,  and  the  motives 
and  movements  of  men  are  normalized  to  fit  the  require- 
ments of  a  hedonistically  conceived  order  of  nature.  Men 
are  very  much  alike  in  their  native  aptitudes  and  propen- 
sities ;  t  ftndf  so  far  as  economic  theory  need  take  account 
of  these  aptitudes  and  propensities,  they  are  aptitudes  for 
the  production  of  the  ^^necessaries  and  conveniences  of 
life,"  and  propensities  to  secure  as  great  a  share  of  these 
creature  comforts  as  may  be. 

Adam  Smith's  conception  of  normal  human  nature  — 
that  is  to  say,  the  human  factor  which  enters  causally  in 
the  process  which  economic  theory  discusses  —  comes,  on 
the  whole,  to  this :  Men  exert  their  force  and  skill  in  a 
mechanical  process  of  production,  and  their  pecuniary 
sagacity  in  a  competitive  process  of  distribution,  with  a 
view  to  individual  gain  in  the  material  means  of  life. 
These  material  means  are  sought  in  order  to  the  satisfao* 
tion  of  men's  natural  wants  through  their  consumption* 
It  is  true,  much  else  enters  into  men's  endeavors  in  the 
struggle  for  wealth,  as  Adam  Smith  points  out ;  but  this 
consumption  comprises  the  legitimate  range  of  incentives, 
and  a  theory  which  concerns  itself  with  the  natural  course 
of  things  need  take  but  incidental  account  of  what  does 
not  come  legitimately  in  the  natural  course.  In  point 
of  fact,  there  are  appreciable  '*  actual,"  though  scarcely 
^*real,"  departures  from  this  rule.  They  are  spurious 
and  insubstantial  departures,  and  do  not  properly  come 

•  Wealth  ^  Natiotu,  Book  I.  chap.  v.  See  also  the  plea  for  free  tnde. 
Book  ly .  chap.  ii. :  "  Bnt  the  annual  revenue  of  every  eocietj  ia  always  preeiaely 
equal  to  the  exehangeable  valne  of  the  whole  ammal  prodnoe  of  itB  industry, 
or,  rather,  is  precisely  the  same  thing  with  that  exehangeable  value.'* 

t  *^  The  dilFerenoe  of  natoral  talents  in  different  men  is  in  reality  mnch  lea 
than  we  are  aware  of/*    Wealth  qfNatiom^  Book  I.  ohap.  ii. 
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within  the  purview  of  the  Btricter  theory.  And,  since 
human  nature  is  strikingly  uniform,  in  Adam  Smith's 
apprehension,  both  the  efforts  put  forth  and  the  consump- 
tive effect  accomplished  may  be  put  in  quantitative  terms 
and  treated  algebraically,  with  the  residt  that  the  entire 
range  of  phenomena  comprised  under  the  head  of  con- 
sumption need  be  but  incidentally  considered;  and  the 
theory  of  production  and  distribution  is  complete  when 
the  goods  or  the  values  have  been  traced  to  their  disap- 
pearance in  the  hands  of  their  ultimate  owners.  The 
reflex  effect  of  consumption  upon  production  and  dis- 
tribution is,  on  the  whole,  quantitative  only. 

Adam  Smith's  preconception  of  a  normal  teleological 
order  of  procedure  in  the  natural  course,  therefore,  affects 
not  only  those  features  of  theory  where  he  is  avowedly 
concerned  with  building  up  a  normal  scheme  of  the  eco- 
nomic process.  Through  his  normalizing  the  chief  causal 
factor  engaged  in  the  process,  it  affects  also  his  arguments 
from  cause  to  effect.*  What  makes  this  latter  feature 
worth  particular  attention  is  the  fact  that  his  successors 
carried  this  normalization  farther,  and  employed  it  with 
less  frequent  reference  to  the  mitigating  exceptions  which 
Adam  Smith  notices  by  the  way. 

The  reason  for  that  farther  and  more  consistent  normal- 
ization of  human  nature  which  gives  us  the  ^'economic 
man ''  at  the  hands  of  Adam  Smith's  successors  lies,  in 
great  part,  in  the  utilitarian  philosophy  that  entered  in 
force  and  in  consummate  form  at  about  the  turning  of  the 
century.    Some  credit  in  the  work  of  normalization  is  due 

*  "  Mit  diesen  philosophuohen  Ueberzengiuigeii  tritt  nun  Adam  Smith  an 
die  Walt  der  £nf  ahnmgr  heran,  und  es  ergiebt  sioh  ihm  die  Riohtigkeit  der 
Prinoipien.  Der  Beiz  der  Smith'sohen  Sohriften  beroht  zom  groasen  Teile 
daranf ,  daas  Smiih  die  Prinoipien  in  bo  innige  Verbindnng  mit  dam  TfafttBaoh- 
lichen  gebraoht.  Hie  und  da  verden  dann  auch  die  Prin<npien,  waa  duich 
dieae  Yerbindong  Teranlaast  wird,  an  ihren  Spitzen  atwaa  abgeaehliffen,  ihre 
aUzoscharf e  AnsprSgong  dadnroh  yermieden.  Nichtadeatoweaiger  aber  bleiben 
aie  stets  die  leitenden  Gnmdgedankan."  Richard  Zeyta,  Adam  Smith  und  der 
EigennvAz  (Tlibingen,  1889),  p.  110. 
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abo  to  the  farther  supersession  of  handicraft  by  the  ''capi- 
talistic "  industry  that  came  in  at  the  same  time  and  in 
pretty  close  relation  with  the  utilitarian  views. 

After  Adam  Smith's  day,  economies  fell  into  profane 
hands.  Apart  from  Malthus,  who,  of  all  the  greater 
economists,  stands  nearest  to  Adam  Smith  on  such  meta- 
physical heads  as  have  an  immediate  bearing  upon  the 
premises  of  economic  science,  the  next  generation  do  not 
approach  their  subject  from  the  point  of  view  of  a  divinely 
instituted  order ;  nor  do  they  discuss  human  interests  with 
that  gently  optimistic  spirit  of  submission  that  belongs  to 
the  economist  who  goes  to  his  work  with  the  fear  of  God 
before  his  eyes.  Even  with  Malthus  the  recourse  to  the 
divinely  sanctioned  order  of  nature  is  somewhat  sparing 
and  temperate.  But  it  is  significant  for  the  later  course 
of  economic  theory  that,  while  Malthus  may  well  be  ac- 
counted the  truest  oontinuer  of  Adam  Smith,  it  was  the 
undevout  utilitarians  that  became  the  spokesmen  of  the 
science  after  Adam  Smith's  time. 

There  is  no  wide  breach  between  Adam  Smith  and  the 
utilitarians,  either  in  details  of  doctrine  or  in  the  concrete 
conclusions  arrived  at  as  regards  questions  of  policy.  On 
these  heads  Adam  Smith  might  well  be  classed  as  a  mod- 
erate utilitarian,  particularly  so  far  as  regards  his  economic 
work.  Malthus  has  still  more  of  a  utilitarian  air, —  so 
much  so,  indeed,  that  he  is  not  infrequently  spoken  of  as 
a  utilitarian.  This  view,  convincingly  set  forth  by  Mr. 
Bonar,*  is  no  doubt  well  borne  out  by  a  detailed  scru- 
tiny of  Malthus's  economic  doctrines.  His  humanitarian 
bias  is  evident  throughout,  and  his  weakness  for  consid- 
erations of  expediency  is  the  great  blemish  of  his  scien- 
tific work.  But,  for  all  that,  in  order  to  an  appreciation 
of  the  change  that  came  over  classical  economics  with  the 

*  See,  e,g.,  Maltkui  and  hi$  Work,  espeouJly  Book  III.,  m  alio  the  chapter 
on  Malthus  in  PhUotopky  and  Pcliticat  Economy,  Book  III.,  Modem  Fhiloeo- 
phy:  Utilitarian  Eoonomios,  ohap.  1.,  "Malthas.*' 
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rise  of  Benthamism,  it  is  necessary  to  note  that  the  agree- 
ment in  this  matter  between  Adam  Smith  and  the  disci- 
ples of  Bentham,  and  less  decidedly  that  between  Malthus 
and  the  latter,  is  a  coincidence  of  conclusions  rather  than 
an  identity  of  preconceptions.* 

With  Adam  Smith  the  ultimate  ground  of  economic 
reality  is  the  design  of  God,  the  teleological  order ;  and 
his  utilitarian  generalizations,  as  well  as  the  hedonistic 
character  of  his  economic  man,  are  but  methods  of  the 
working  out  of  this  natural  order,  not  the  substantial  and 
self-legitimating  ground.  Shifty  as  Malthus's  metaphysics 
are,  much  the  same  is  to  be  said  for  him.f  Of  the  utili- 
tarians proper  the  converse  is  true,  although  here,  again, 
there  is  by  no  means  utter  consistency.  The  substantial 
economic  ground  is  pleasure  and  pain:  the  teleological 
order  (even  the  design  of  God,  where  that  is  admitted) 
is  the  method  of  its  working  out. 

It  may  be  unnecessary  here  to  go  into  the  farther  impli- 
cations, psychological  and  ethical,  which  this  preconcep- 
tion of  the  utilitarians  involves.  And  even  this  much 
may  seem  a  taking  of  excessive  pains  with  a  distinction 
that  marks  no  tangible  difference.  But  a  reading  of  the 
classical  doctrines,  with  something  of  this  metaphysics  of 
political  economy  in  mind,  will  show  how,  and  in  great 
part  why,  the  later  economists  of  the  classical  line  di- 
verged from  Adam  Smith's  tenets  in  the  early  years  of 
the  century,  until  it  has  been  necessary  to  interpret  Adam 
Smith  somewhat  shrewdly  in  order  to  save  him  from 
heresy. 

The  post-Bentham  economics  is  substantially  a  theory 
of  value.    This  is  altogether  the  dominant  feature  of  the 

*  Rioardo  is  here  taken  as  a  utilitaiuui  of  the  Benthamite  color,  although 
he  cannot  he  olaBsed  as  a  disciple  of  Bentham.  His  hedonism  is  hut  the  nnorit- 
ically  accepted  metaphysics  comprised  in  the  common  sense  of  his  time,  and 
his  suhstantial  coincidence  irith  Bentham  sroes  to  show  how  well  diffused  the 
hedonist  preconception  was  at  the  time. 

t  Cf.  Bonar,  Mattkus  and  Ms  Work,  pp.  323-336. 
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body  of  doctrines ;  the  rest  follows  from,  or  is  adapted  to, 
this  central  discipline.  The  doctrine  of  value  is  of  very 
great  importance  also  in  Adam  Smith ;  but  Adam  Smith's 
economics  is  a  theory  of  the  production  and  apportion- 
ment of  the  material  means  of  life.*  With  Adam  Smith, 
ralue  is  discussed  from  the  point  of  yiew  of  production. 
With  the  utilitarians,  production  is  discussed  from  the 
point  of  Tiew  of  value.  The  former  makes  value  an 
outcome  of  the  process  of  production :  the  latter  makes 
production  the  outcome  of  a  valuation  process. 

The  point  of  departure  with  Adam  Smith  is  the  *'  pro- 
ductive power  of  labor."  f  With  Ricardo  it  is  a  pecuniary 
problem  concerned  in  the  distribution  of  ownership ;  |  but 
the  classical  writers  are  followers  of  Adam  Smith,  and 
improve  upon  and  correct  the  results  arrived  at  by  him, 
and  the  difference  of  point  of  view,  therefore,  becomes 
evident  in  their  divergence  from  him,  and  the  different 
distribution  of  emphasis,  rather  than  in  a  new  and  antago- 
nistic departure. 

The  reason  for  this  shifting  of  the  centre  of  gravity 
from  production  to  valuation  lies,  proximately,  in  Ben- 
tham's  revision  of  the  "  principles  "  of  morals.  Bentham's 
philosophical  position  is,  of  course,  not  a  self-explanatory 
phenomenon,  nor  does  the  effect  of  Benthamism  extend 
only  to  those  who  are  avowed  followers  of  Bentham; 
for  Bentham  is  the  exponent  of  a  cultural  change  that 
affects  the  habits  of  thought  of  the  entire  community. 

*  His  work  ii  an  inquiry  into  "the  Nature  and  CauBM  of  the  Wealth  of 
Nations." 

t "  The  annual  labor  of  eyery  nation  ie  the  fnnd  which  originally  snppliee 
it  with  all  the  neooHaries  and  oonTenienoea  of  life  which  it  annually  oonsames, 
and  whioh  consist  always  either  in  the  immediate  produce  of  that  labor  or  in 
what  is  purchased  with  that  produce  from  other  nations."  Wealth  (if  Nations, 
"  Introduction  and  Plan,"  opening  paragraph. 

I  **  The  produce  of  the  earth — all  that  is  derired  from  its  sur&oe  by  the 
united  application  of  labor,  machinery,  and  capital — is  diTided  among  three 
eliiBnen  of  the  community.  ...  To  detennine  the  laws  which  regulate  this  dis- 
tribution, is  the  principal  problem  of  political  economy."  Political  Ecanomyt 
Proface. 
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The  immediate  point  of  Bentham's  work,  as  affecting  the 
habits  of  thought  of  the  educated  community,  is  the  sub- 
stitution of  hedonism  (utility)  in  place  of  achievement 
of  purpose,  as  a  ground  of  legitimacy  and  a  guide  in  the 
normalization  of  knowledge.  Its  effect  is  most  patent  in 
speculations  on  morals,  where  it  inculcates  determinism. 
Its  close  connection  with  determinism  in  ethics  points  the 
way  to  what  may  be  expected  of  its  working  in  economics. 
In  both  cases  the  result  is  that  human  action  is  construed 
in  terms  of  the  causal  forces  of  the  environment,  the  hu- 
man agent  being,  at  the  best,  taken  as  a  mechanism  of 
commutation,  through  the  workings  of  which  the  sensuous 
effects  wrought  by  the  impinging  forces  of  the  environ- 
ment are,  by  an  enforced  process  of  valuation,  transmuted 
without  quantitative  discrepancy  into  moral  or  economic 
conduct,  as  the  case  may  be.  In  ethics  and  economics 
alike  the  subject-matter  of  the  theory  is  this  valuation 
process  that  expresses  itself  in  conduct,  resulting,  in  the 
case  of  economic  conduct,  in  the  pursuit  of  the  greatest 
gain  or  least  sacrifice. 

Metaphysically  or  cosmologically  considered,  the  human 
nature  into  the  motions  of  which  hedonistic  ethics  an<l 
economics  inquire  is  an  intermediate  term  in  a  causal 
sequence,  of  which  the  initial  and  the  terminal  members 
are  sensuous  impressions  and  the  details  of  conduct. 
This  intermediate  term  conveys  the  sensuous  impulse 
without  loss  of  force  to  its  eventuation  in  conduct.  For 
the  purpose  of  the  valuation  process  through  which  the 
impulse  is  so  conveyed,  human  nature  may,  therefore,  be 
accepted  as  uniform;  and  the  theory  of  the  valuation 
process  may  be  formulated  quantitatively,  in  terms  of  the 
material  forces  affecting  the  human  sensory  and  of  their 
equivalents  in  the  resulting  activity.  In  the  language  of 
economics,  the  theory  of  value  may  be  stated  in  terms  of 
the  consumable  goods  that  afford  the  incentive  to  effort 
and  the  expenditure  undergone  in  order  to  procure  them. 
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Between  these  two  there  subsists  a  necessary  equality ; 
but  the  magnitudes  between  which  the  equality  subsists 
are  hedonistic  magnitudes,  not  magnitudes  of  kinetic 
energy  nor  of  vital  force,  for  the  terms  handled  are  sensu- 
ous terms.  It  is  true,  since  human  nature  is  substantially 
uniform,  passive,  and  unalterable  in  respect  of  men's  ca- 
pacity for  sensuous  affection,  there  may  also  be  presumed 
to  subsist  a  substantial  equality  between  the  psychologi- 
cal effect  to  be  wrought  by  the  consumption  of  goods,  on 
the  one  side,  and  the  resulting  expenditure  of  kinetic  or 
vital  force,  on  the  other  side;  but  such  an  equality  is, 
after  all,  of  the  nature  of  a  coincidence,  although  there 
should  be  a  strong  presumption  in  favor  of  its  prevailing 
on  an  average  and  in  the  common  run  of  cases.  Hedon- 
ism, however,  does  not  postulate  uniformity  between  men 
except  in  the  respect  of  sensuous  cause  and  effect. 

The  theory  of  value  which  hedonism  gives  is,  there- 
fore, a  theory  of  cost  in  terms  of  discomfort.  By  virtue 
of  the  hedonistic  equilibrium  reached  through  the  valua- 
tion process,  the  sacrifice  or  expenditure  of  sensuous 
reality  involved  in  acquisition  is  the  equivalent  of  the 
sensuous  gain  secured.  An  alternative  statement  might 
perhaps  be  made,  to  the  effect  that  the  measure  of  the 
value  of  goods  is  not  the  sacrifice  or  discomfort  un- 
dergone, but  the  sensuous  gain  that  accrues  from  the 
acquisition  of  the  goods;  but  this  is  plainly  only  an 
alternative  statement,  and  there  are  special  reasons  in 
the  economic  life  of  the  time  why  the  statement  in  terms 
of  cost,  rather  than  in  terms  of  '*  utility,"  should  com- 
mend itself  to  the  earlier  classical  economists. 

Oim|>mparing  the  utilitarian  doctrine  of  value  with 
earlieruieories,  then,  the  case  stands  somewhat  as  follows. 
The  Physiocrats  and  Adam  Smith  contemplate  value  as 
a  measure  of  the  productive  force  that  realizes  itself  in 
the  valuable  article.  With  the  Physiocrats  this  produc- 
tive force  is  the  ^^anabolism"  of  Nature  (to  resort  to 
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a  physiological  term):  with  Adam  Smith  it  is  chiefly 
human  labor  directed  to  heightcDing  the  serviceability  of 
the  materials  with  which  it  is  occupied.  Production 
causes  value  in  either  case.  The  post-Bentham  economics 
contemplates  value  as  a  measure  of,  or  as  measured  by, 
the  irksomeness  of  the  effort  involved  in  procuring  the 
valuable  goods.  As  Mr.  E.  C.  E.  Gonner  has  admirably 
pointed  out,*  Ricardo  —  and  the  like  holds  true  of  classi- 
cal economics  generally  —  makes  cost  the  foundation  of 
value,  not  its  cause.  This  resting  of  value  on  cost  takes 
place  through  a  valuation.  Any  one  who  will  read  Adam 
Smith's  theoretical  exposition  to  as  good  purpose  as  Mr. 
Gonner  has  read  Ricardo  will  scarcely  fail  to  find  that 
the  converse  is  true  in  Adam  Smith's  case.  But  the 
causal  relation  of  cost  to  value  holds  only  as  regards 
** natural"  or  "real"  value  in  Adam  Smith's  doctrine. 
As  regards  market  price,  Adam  Smith's  theory  does  not 
differ  greatly  from  that  of  Ricardo  on  this  head.  He  does 
not  overlook  the  valuation  process  by  which  market  price 
b  adjusted  and  the  course  of  investment  is  guided,  and 
his  discussion  of  this  process  runs  in  terms  that  should  be 
acceptable  to  any  hedonist. 

The  shifting  of  the  point  of  view  that  comes  into  eco- 
nomics with  the  acceptance  of  utilitarian  ethics  and  its 
correlate,  the  associationist  psychology,  is  in  great  part  a 
shifting  to  the  ground  of  causal  sequence  as  contrasted 
with  that  of  serviceability  to  a  preconceived  end.  This 
is  indicated  even  by  the  main  fact  already  cited, —  that 
the  utilitarian  economists  make  exchange  value  the  cen- 
tral feature  of  their  theories,  rather  than  the  conducive- 
ness  of  industry  to  the  community's  material  welfare. 
Hedonistic  exchange  value  is  the  outcome  of  a  valuation 
process  enforced  by  the  apprehended  pleasure-giving 
capacities  of  the  items  valued.     And  in  the  utilitarian 

*Ixi  the  introductory  essay  to  his  edition  of  Rioardo's  Political  Eoonomif, 
See,  e,ff.t  paragraphs  9  and  24. 
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theories  of  production,  arrived  at  from  the  standpoint  so 
given  by  exchange  value,  the  conduoiveness  to  welfare  is 
not  the  objective  point  of  the  argument.  This  objective 
point  is  rather  the  bearing  of  productive  enterprise  upon 
the  individual  fortunes  of  the  agents  engaged,  or  upon 
the  fortunes  of  the  several  distinguishable  classes  of 
beneficiaries  comprised  in  the  industrial  community ;  for 
the  great  immediate  bearing  of  exchange  values  upon  the 
life  of  the  collectivity  is  their  bearing  upon  the  distribu- 
tion of  wealth.  Value  is  a  category  of  distribution.  The 
result  is  that,  as  is  well  shown  by  Mr.  Cannan's  discus- 
sion,* the  theories  of  production  offered  by  the  classical 
economists  have  been  sensibly  scant,  and  have  been 
carried  out  with  a  constant  view  to  the  doctrines  on  dis- 
tribution. An  incidental  but  telling  demonstration  of 
the  same  facts  is  given  by  Professor  Biicher;t  and  in 
illustration  may  be  cited  Torrens's  E%%ay  on  the  ProdvLC- 
tian  of  Wealthy  which  is  to  a  good  extent  occupied  with 
discussions  of  value  and  distribution.  The  classical 
theories  of  production  have  been  theories  of  the  pro- 
duction of  ** wealth";  and  ^^ wealth,"  in  classical  usage, 
consists  of  material  things  having  exchange  value.  Dur- 
ing the  vogue  of  the  classical  economics  the  accepted 
characteristic  by  which  ^* wealth"  has  been  defined  has 
been  its  amenability  to  ownership.  Neither  in  Adam 
Smith  nor  in  the  Physiocrats  is  this  amenability  to 
ownership  made  so  much  of,  nor  is  it  in  a  similar  degree 
accepted  as  a  definite  mark  of  the  subject-matter  of  the 
science. 

As  their  hedonistic  preconception  would  require,  then, 
it  is  to  the  pecuniary  side  of  life  that  the  classical  econo- 
mists give  their  most  serious  attention,  and  it  is  the 
pecuniary  bearing  of  any  given  phenomenon  or  of  any 
institution  that  commonly  shapes  the  issue  of  the  argu- 

♦  Theories  qf  Production  and  DiHrihution,  1776-1848. 
f  Entsiekung  der  VolktwirtJtchqft  (seoond  edxtion).    Cf.  espeoiaUy  ehape.  ii., 
iii.,  vi.,  and  yii. 
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ment.  The  causal  sequence  about  which  the  discussion 
centres  is  a  process  of  pecuniary  valuation.  It  runs  on 
distribution,  ownership,  acquisition,  gain,  investment, 
exchange.*  In  this  way  the  doctrines  on  production 
come  to  take  a  pecuniary  coloring ;  as  is  seen  in  a  less 
degree  also  in  Adam  Smith,  and  even  in  the  Physiocrats, 
although  these  earlier  economists  very  rarely,  if  ever,  lose 
y/  touch  with  the  concept  of  generic  serviceability  as  the 
characteristic  feature  of  production.  The  tradition  de- 
rived from  Adam  Smith,  which  made  productivity  and 
serviceability  the  substantial  features  of  economic  life, 
was  not  abruptly  put  aside  by  his  successors,  though  the 
emphasis  was  differently  distributed  by  them  in  following 
out  the  line  of  investigation  to  which  the  tradition  pointed 
the  way.  In  the  classical  economics  the  ideas  of  produc- 
tion and  of  acquisition  are  not  commonly  held  apart,  and 
very  much  of  what  passes  for  a  theory  of  production  is 
occupied  with  phenomena  of  investment  and  acquisition. 
Torrens's  E%9ay  is  a  case  in  point,  though  by  no  means  an 
extreme  case. 

This  is  as  it  should  be ;  for  to  the  consistent  hedonist 
the  sole  motive  force  concerned  in  the  industrial  process 
is  the  self-regarding  motive  of  pecuniary  gain,  and  indus- 
trial activity  is  but  an  intermediate  term  between  the 
expenditure  or  discomfort  undergone  and  the  pecuniary 
gain  sought.  Whether  the  end  and  outcome  is  an  invid- 
ious gain  for  the  individual  (in  contrast  with  or  at  the 
cost  of  his  neighbors),  or  an  enhancement  of  the  facility 
of  human  life  on  the  whole,  is  altogether  a  by-question  in 
any  discussion  of  the  range  of  incentives  by  which  men 
are  prompted  to  their  work  or  the  direction  which  their 
efforts  take.     The  serviceability  of  the  given  line  of  activ- 

*  ^*  Even  if  we  pnt  aside  all  questions  which  involve  a  consideration  of  the 
effects  of  industrial  institutions  in  modifying  the  habits  and  character  of  tlie 
classes  of  the  communityf  .  .  .  that  enough  still  remains  to  constitute  a  separate 
science,  the  mere  enumeration  of  the  chief  terms  of  economics  —  wealth,  value, 
exchange,  credit  money,  capital,  and  commodity  — will  suffice  to  show.*' 
Shines,  Analysis  of  ike  Ideas  of  Economics  (London,  1893),  pp.  8  and  9. 
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ity,  for  the  life  purposes  of  the  community  or  for  one's 
neighbors,  '^  is  not  of  the  essence  of  this  contract."  These 
features  of  serviceability  come  into  the  account  chiefly  as 
affecting  the  vendibility  of  what  the  given  individual  has 
to  offer  in  seeking  gain  through  a  bargain.* 

In  hedonistic  theory  the  substantial  end  of  economic 
life  is  individual  gain;  and  for  this  purpose  production 
and  acquisition  may  be  taken  as  fairly  coincident,  if  not 
identical.  Moreover,  society,  in  the  utilitarian  philoso- 
phy, is  the  algebraic  sum  of  the  individuals ;  and  the  in- 
terest of  the  society  is  the  sum  of  the  interests  of  the 
individuals.  It  follows  by  easy  consequence,  whether 
strictly  true  or  not,  that  the  sum  of  individual  gains  is 
the  gain  of  the  society,  and  that,  in  serving  his  own  in> 
terest  in  the  way  of  acquisition,  the  individual  serves  the 
collective  interest  of  the  community.  Productivity  or 
serviceability  is,  therefore,  to  be  presumed  of  any  occupa- 
tion or  enterprise  that  looks  to  a  pecuniary  gain ;  and  so, 
by  a  roundabout  path,  we  get  back  to  the  ancient  conclu- 
sion of  Adam  Smith,  that  the  remuneration  of  classes  or 
persons  engaged  in  industry  coincides  with  their  produc- 
tive contribution  to  the  output  of  services  and  consum- 
able goods. 

A  felicitous  illustration  of  the  working  of  this  hedon- 
istic norm  in  classical  economic  doctrine  is  afforded  by 
the  theory  of  the  wages  of  superintendence, —  an  element 
in  distribution  which  is  not  much  more  than  suggested  in 
Adam  Smith,  but  which  receives  ampler  and  more  pains- 
taking attention  as  the  classical  body  of  doctrines  reaches 
a  fuller  development.  The  "  wages  of  superintendence  " 
are  the  gains  due  to  pecuniary  management.  They  are 
the  gains  that  come  to  the  director  of  the  "  business,'*  — 
not  those  that  go  to  the  director  of  the  mechanical  proc- 

*  **  If  A  oommodity  were  in  no  w»y  oaelnl,  ...  it  would  be  deetitate  of  ex- 
changeable value ; . . .  (bat),  powienning  utility,  commoditiee  deiiTe  their  ex- 
changeable value  from  two  souroes,"  etc.  lUoardo,  Political  Economy^  chap, 
i.  sect.  1. 
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688  or  to  the  foreman  of  the  shop.  The  latter  are  wages 
simply.  This  distinction  is  not  altogether  clear  in  the 
earlier  writers,  but  it  is  clearly  enough  contained  in  the 
fuller  development  of  the  theory. 

The  undertaker's  work  is  the  management  of  invest- 
ment. It  is  altogether  of  a  pecuniary  character,  and  its 
proximate  aim  is  ''the  main  chance."  If  it  leads,  in- 
directly, to  an  enhancement  of  serviceability  or  a  height- 
ened aggregate  output  of  consumable  goods,  that  is  a 
fortuitous  circumstance  incident  to  that  heightened  ven- 
dibility on  which  the  investor's  gain  depends.  Yet  the 
classical  doctrine  says  frankly  that  the  wages  of  superin- 
tendence are  the  remuneration  of  superior  productivity,* 
and  the  classical  theory  of  production  is  in  good  part  a 
doctrine  of  investment  in  which  the  identity  of  produc- 
tion and  pecuniary  gain  is  taken  for  granted. 

The  substitution  of  investment  in  the  place  of  industry 
as  the  central  and  substantial  fact  in  the  process  of  pro- 
duction is  due  not  to  the  acceptance  of  hedonism  simply, 
but  rather  to  the  conjunction  of  hedonism  with  an  eco- 
nomic situation  of  which  the  investment  of  capital  and 
its  management  for  gain  was  the  most  obvious  feature. 
The  situation  which  shaped  the  common-sense  apprehen- 
sion of  economic  facts  at  the  time  was  what  has  since  been 
called  a  capitalistic  system,  in  which  pecuniary  enterprise 
and  the  phenomena  of  the  market  were  the  dominant  and 
tone-giving  &cts.  But  this  economic  situation  was  also 
the  chief  ground  for  the  vogue  of  hedonism  in  economics ; 
so  that  hedonistic  economics  may  be  taken  as  an  inter- 
pretation of  human  nature  in  terms  of  the  market-place. 
The  market  and  the  ''  business  world,"  to  which  the  busi- 

*  Qf.f  for  instanoe,  Senior,  Political  Economy  (London,  1872),  pArdciiUrly 
pp.  88,  89,  and  130-136,  where  the  wa^ee  of  superintendence  are,  somewhat  re- 
luctantly, classed  under  profits ;  and  the  work  of  snperinteadenoe  is  thereupon 
conceived  as  being,  immediately  or  remotely,  an  exercise  of  "abstinenoe"  and 
a  productiTe  work.  The  illustration  of  the  bill-broker  is  particularly  apt. 
The  like  view  of  the  wages  of  superintendence  is  an  article  of  theory  with  more 
than  one  of  the  later  descendants  of  the  classical  line. 
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neB8  man  in  his  pursuit  of  gain  was  required  to  adapt  his 
motives,  had  by  this  time  grown  so  large  that  the  course 
of  business  events  was  beyond  the  control  of  any  one 
person ;  and  at  the  same  time  those  far-reaching  organiza- 
tions of  invested  wealth  which  have  latterly  come  to 
prevail  and  to  coerce  the  market  were  not  then  in  the 
foreground.  The  course  of  market  events  took  its  pas- 
sionless way  without  traceable  relation  or  deference  to 
any  man's  convenience  and  without  traceable  guidance 
towards  an  ulterior  end.  Man's  part  in  this  pecuniary 
world  was  to  respond  with  alacrity  to  the  situation,  and 
so  adapt  his  vendible  effects  to  the  shifting  demand  as  to 
realize  something  in  the  outcome.  What  he  gained  in 
his  traffic  was  gained  without  loss  to  those  with  whom  he 
dealt,  for  they  paid  no  more  than  the  goods  were  worth 
to  them.  One  man's  gain  need  not  be  another's  loss; 
and,  if  it  is  not,  then  it  is  net  gain  to  the  community. 

Among  the  striking  remoter  effects  of  the  hedonistic 
preconception,  and  its  working  out  in  terms  of  pecuniary 
gain,  is  the  classical  failure  to  discriminate  between  capital 
as  investment  and  capital  as  industrial  appliances.  This 
is,  of  course,  closely  i*elated  to  the  point  already  spoken 
of.  The  appliances  of  industry  further  the  production  of 
goods,  therefore  capital  (invested  wealth)  is  productive ; 
and  the  rate  of  its  average  remuneration  marks  the  de- 
gree of  its  productiveness.*  The  most  obvious  fact  limit- 
ing the  pecuniary  gain  secured  by  means  of  invested 
wealth  is  the  sum  invested.  Therefore,  capital  limits  the 
productiveness  of  industry;  and  the  chief  and  indispen- 
sable condition  to  an  advance  in  material  well-being  is 
the  accumulation  of  invested  wealth.  In  discussing  the 
conditions  of  industrial  improvement,  it  is  usual  to  assume 
that  *^  the  state  of  the  arts  remains  unchanged,"  which  is, 

•  Of.  Bohm-B»werk,  Capital  and  Lderttt,  Booka  11.  and  IV.,  m  weU  m 
tlie  Introdnetion  and  chaps.  It.  and  ▼.  of  Book  I.  Biflun-Bawerk'a  djaeiurioii 
bean  len  iminediately  on  the  preeant  point  than  the  similaritjr  of  the  terms 
employed  wonld  suggest. 
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for  all  purposes  but  that  of  a  doctrine  of  profits  per  cent., 
an  exclusion  of  the  main  fact.  Investments  may,  farther, 
be  transferred  from  one  enterprise  to  another.  Therefore, 
and  in  that  degree,  the  means  of  production  are  ^^  mobile." 

Under  the  hands  of  the  great  utilitarian  writers,  there- 
fore, political  economy  is  developed  into  a  science  of 
wealth,  taking  that  term  in  the  pecuniary  sense,  as  things 
amenable  to  ownership.  The  course  of  things  in  eco- 
nomic life  is  treated  as  a  sequence  of  pecuniary  events, 
and  economic  theory  becomes  a  theory  of  what  should 
happen  in  that  consummate  situation  where  the  permutar 
tion  of  pecuniary  magnitudes  takes  place  without  dis- 
turbance and  without  retardation.  In  this  consummate 
situation  the  pecuniary  motive  has  its  perfect  work,  and 
guides  all  the  acts  of  economic  man  in  a  guileless,  color- 
less, unswerving  quest  of  the  greatest  gain  at  the  least 
sacrifice.  Of  course,  this  perfect  competitive  system, 
with  its  untainted  ^'  economic  man,"  is  a  feat  of  the  scien- 
tific imagination,  and  is  not  intended  as  a  competent  ex- 
pression of  fact.  It  is  an  expedient  of  abstract  reasoning ; 
and  its  avowed  competency  extends  only  to  the  abstract 
principles,  the  fundamental  laws  of  the  science,  which 
hold  only  so  far  as  the  abstraction  holds.  But,  as  happens 
in  such  cases,  having  once  been  accepted  and  assimilated 
as  real,  though  perhaps  not  as  actual,  it  becomes  an  efifeo- 
tive  constituent  in  the  inquirer's  habits  of  thought,  and 
goes  to  shape  his  knowledge  of  facts.  It  comes  to  serve 
as  a  norm  of  substantiality  or  legitimacy;  and  facts  in 
some  degree  fall  under  its  constraint,  as  is  exemplified  by 
many  allegations  regarding  the  ^'  tendency  "  of  things. 

To  this  consummation,  which  Senior  speaks  of  as  ^  the 
natural  state  of  man,"*  human  development  tends  by 
force  of  the  hedonistic  character  of  human  nature ;  and  in 
terms  of  its  approximation  to  this  natural  state,  therefore, 
the  immature  actual  situation  had  best  be  stated.    The 

*  Political  Economy,  p.  87. 
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pure  theory,  the  "hypothetical  science"  of  Cairnes, 
"  traces  the  phenomena  of  the  production  and  distribution 
of  wealth  up  to  their  causes,  in  the  principles  of  human 
nature  and  the  laws  and  events  —  physical,  political,  and 
social  —  of  the  external  world."*  But  since  the  prin- 
ciples of  human  nature  that  give  the  outcome  in  men's 
economic  conduct,  so  far  as  it  touches  the  production  and 
distribution  of  wealth,  are  but  the  simple  and  constant 
sequence  of  hedonistic  cause  and  effect,  the  element  of 
human  nature  may  fairly  be  eliminated  from  the  problem, 
with  great  gain  in  simplicity  and  expedition.  Human 
nature  being  eliminated,  as  being  a  constant  intermediate 
term,  and  all  institutional  features  of  the  situation  being 
also  eliminated  (as  being  similar  constants  under  that 
natural  or  consummate  pecuniary  rigime  with  which  the 
pure  theory  is  concerned),  the  laws  of  the  phenomena  of 
wealth  may  be  formulated  in  terms  of  the  remaining  fac- 
tors. These  factors  are  the  vendible  items  that  men 
handle  in  these  processes  of  production  and  distribution ; 
and  economic  laws  come,  therefore,  to  be  expressions  of 
the  algebraic  relations  subsisting  between  the  various  ele- 
ments of  wealth  and  investment, —  capital,  labor,  land, 
supply  and  demand  of  one  and  the  other,  profits,  interest, 
wages.  Even  such  items  as  credit  and  population  become 
dissociated  from  the  personal  factor,  and  figure  in  the  com- 
putation as  elemental  factors  acting  and  reacting  through 
a  permutation  of  values  over  the  heads  of  the  good  people 
whose  welfare  they  are  working  out. 

To  sum  up :  the  classical  economics,  having  primarily 
to  do  with  the  pecuniary  side  of  life,  is  a  theory  of  a  pro- 
cess of  valuation.  But  since  the  human  nature  at  whose 
hands  and  for  whose  behoof  the  valuation  takes  place  is 
simple  and  constant  in  its  reaction  to  pecuniary  stimulus, 

•Character  and  Logical  Method  (^  PoUtieal  Economy  (New  York,  1875), 
p.  71.  CairMs  may  not  be  altogether  repreeentatiye  of  the  lugh  tide  of  elaan- 
ekm,  bnt  hk  eharaeierization  of  the  loieiioe  is  none  the  lees  to  the  point. 


Digitized  by  VjOOQIC 


424  QUABTERLT  JOURNAL  OF  ECONOMICS 

and  since  no  other  feature  of  human  nature  is  legitimately 
present  in  economic  phenomena  than  this  reaction  to  pe- 
cuniary stimulus,  the  valuer  concerned  in  the  matter  is  to 
be  overlooked  or  eliminated ;  and  the  theory  of  the  valua- 
tion process  then  becomes  a  theory  of  the  pecuniary  inter- 
action of  the  facts  valued.  It  is  a  theory  of  valuation 
with  the  element  of  valuation  left  out, —  a  theory  of  life 
stated  in  terms  of  the  normal  paraphernalia  of  life. 

In  the  preconceptions  with  which  classical  economics 
set  out  were  comprised  the  remnants  of  natural  rights 
and  of  the  order  of  nature,  infused  with  that  peculiarly 
mechanical  natural  theology  that  made  its  way  into  popu- 
lar vogue  on  British  ground  during  the  eighteenth  cen- 
tury and  was  reduced  to  a  neutral  tone  by  the  British 
penchant  for  the  commonplace  —  stronger  at  this  time 
than  at  any  earlier  period.  The  reason  for  this  growing 
penchant  for  the  conmionplace,  for  the  explanation  of 
things  in  causal  terms,  lies  partly  in  the  growing  resort 
to  mechanical  processes  and  mechanical  prime  movers  in 
industry,  partly  in  the  (consequent)  continued  decline  of 
the  aristocracy  and  the  priesthood,  and  partly  in  the  grow- 
ing density  of  population  and  the  consequent  greater  spe- 
cialization and  wider  organization  of  trade  and  business. 
The  spread  of  the  discipline  of  the  natural  sciences, 
largely  incident  to  the  mechanical  industry,  counts  in  the 
same  direction;  and  obscurer  factors  in  modem  culture 
may  have  had  their  share. 

The  animistic  preconception  was  not  lost,  but  it  lost 
tone ;  and  it  partly  fell  into  abeyance,  partit4ilarly  so  far 
as  regards  its  avowal.  It  is  visible  chiefly  in  the  un- 
avowed  readiness  of  the  classical  writers  to  accept  as 
imminent  and  definitive  any  possible  outcome  which  the 
writer's  habit  or  temperament  inclined  him  to  accept  as 
right  and  good.  Hence  the  visible  inclination  of  classical 
economists  to  a  doctrine  of  the  harmony  of  interests,  and 
their  somewhat  uncircumspeot  readiness  to  state  their 
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generalizations  in  terms  of  what  ought  to  happen  accord- 
ing to  the  ideal  requirements  of  that  consummate  Geld^ 
wirtschaft  to  which  men  "  are  impelled  by  the  provisions 
of  nature."*  By  virtue  of  their  hedonistic  preconcep- 
tions, their  habituation  to  the  ways  of  a  pecuniary  culture^ 
and  their  unavowed  animistic  faith  that  nature  is  in  the 
right,  the  classical  economists  knew  that  the  consumma- 
tion to  which,  in  the  nature  of  things,  all  things  tend,  ia 
the  frictionless  and  beneficent  competitive  system.  This 
competitive  ideal,  therefore,  affords  the  normal,  and  con- 
formity to  its  requirements  affords  the  test  of  absolute 
economic  truth.  The  standpoint  so  gained  selectively 
guides  the  attention  of  the  classical  writers  in  their  obser- 
vation and  apprehension  of  facts,  and  they  come  to  see 
evidence  of  conformity  or  approach  to  the  normal  in  the 
most  unlikely  places.  Their  observation  is,  in  great  part, 
interpretative,  as  observation  commonly  is.  What  is  pe- 
culiar to  the  classical  economists  in  this  respect  is  their 
particular  norm  of  procedure  in  the  work  of  interpreta- 
tion. And,  by  virtue  of  having  achieved  a  standpoint  of 
absolute  economic  normality,  they  became  a  ^^  deductive  " 
school,  so  called,  in  spite  of  the  patent  fact  that  they  were 
pretty  consistently  employed  with  an  inquiry  into  the 
causal  sequence  of  economic  phenomena. 

The  generalization  of  observed  facts  becomes  a  normali- 
zation of  them,  a  statement  of  the  phenomena  in  terms  of 
their  coincidence  with,  or  divergence  from,  that  normal 
tendency  that  makes  for  the  actualization  of  the  absolute 
economic  reality.  This  absolute  or  definitive  ground  of 
economic  legitimacy  lies  beyond  the  causal  sequence  in 
which  the  observed  phenomena  are  conceived  to  be  inter- 
linked. It  is  related  to  the  concrete  fsLGts  neither  as  cause 
nor  as  effect  in  any  such  way  that  the  causal  relation  may 
be  traced  in  a  concrete  instance.  It  has  little  causally 
to  do  either  with  the  "  mental "  or  with  the  "  physical " 

*  Senior,  Political  Ecmwmyj  p.  87. 
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data  with  which  the  classical  economist  is  avowedly  em- 
ployed. Its  relation  to  the  process  under  discassion  is 
that  of  an  extraneous — that  is  to  say,  a  ceremonial — le- 
gitimation. The  body  of  knowledge  gained  by  its  help 
and  under  its  guidance  is,  therefore,  a  taxonomic  science. 
So,  by  way  of  a  concluding  illustration,  it  may  be 
pointed  out  that  money,  for  instance,  is  normalized  in 
terms  of  the  legitimate  economic  tendency.  It  becomes 
a  measure  of  value  and  a  medium  of  exchange.  It  has 
become  primarily  an  instrument  of  pecuniary  commuta- 
tion, instead  of  being,  as  under  the  earlier  normalization 
of  Adam  Smith,  primarily  a  great  wheel  of  circulation  for 
the  diffusion  of  consumable  goods.  The  terms  in  which 
the  laws  of  money,  as  of  the  other  phenomena  of  pecuniary 
life,  are  formulated,  are  terms  which  connote  its  normal 
function  in  the  life  history  of  objective  values  as  they  live 
and  move  and  have  their  being  in  the  consummate  pecu- 
niary situation  of  the  ^'  natural "  state.  To  a  similar  work 
of  normalization  we  owe  those  creatures  of  the  myth- 
maker,  the  quantity  theory  and  the  wages-fund. 

Thorstbin  Vbblbn. 
The  Universitt  or  Chicago. 
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THE  SETTLEMENTS  WITH  THE   PACIFIC 
RAILWAYS. 

With  UDexpected  smoothness  and  rapidity  the  settle- 
ment of  the  debts  due  to  the  United  States  from  the 
Pacific  railways  has  been  accomplished.  Therewith  closes 
a  striking  chapter  in  the  history  of  transportation  in  the 
United  States.  The  Union  and  Central  Pacific  roads, 
creatures  of  the  government,  long  its  special  care,  the 
targets  for  unnumbered  debates  and  plans  and  attacks, 
have  severed  once  for  all  their  relations  with  the  federal 
authorities,  and  have  become  great  railway  corporations  of 
the  usual  type.  This  result  has  been  i*eached  by  a  proc- 
ess which  is  simple  enough,  but  which,  none  the  less, 
would  have  seemed  a  few  years  ago  highly  improbable 
to  the  best-informed  observers, —  by  the  payment  to  the 
government,  or  ample  guarantee  of  the  payment,  of 
the  huge  sum  of  the  principal  and  accumulated  interest 
of  its  loans  of  thirty  years  ago.  Dreams  of  a  possible 
disrupting  of  the  companies,  of  the  formation  of  a  new 
transcontinental  line  under  government  ownership,  have 
vanished.  Some  record  of  this  concluding  stage  in  the 
great  subsidy  operations  is  here  offered,  to  which,  for 
completeness  of  statement,  even  though  at  the  risk  of 
repeating  familiar  history,  is  prefixed  a  sketch  of  the 
events  which  led  up  to  the  final  settlements. 

The  Pacific  Railway  Act  of  1862  offered  the  Union 
Pacific  Railroad  Company  and  the  Central  Pacific  Rail- 
road Company  a  subsidy  consisting  of  a  land  grant  of  about 
thirty-three  million  acres  and  a  loan  of  the  credit  of  the 
United  States.  The  loan  was  in  the  form  of  government 
bonds  at  the  rates  of  sixteen,  thirty-two,  or  forty-eight 
thousand  dollars  a  mile,  according  to  the  nature  of  the 
country  traversed  by  the  railway.     The  United  States 
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was  to  be  secured  by  a  first  mortgage  upon  the  completed 
line.  Upon  these  terms,  however,  the  Union  Pacific  and 
Central  Pacific  Railroad  Companies  were  unable  to  raise 
capital ;  and  in  1864  Congress  doubled  the  land  grant, 
and  contented  itself  with  a  second  mortgage  as  security 
for  its  advances  of  bonds.  The  estimates  of  the  cost  of 
the  proposed  i-ailroads  were  pure  guess-work;  the  bond 
subsidy  was  of  uncertain  value,  since  the  principal  and 
interest  of  the  bonds  were  payable  in  currency;  and, 
finally,  the  prospects  of  the  railways  after  completion  were 
exceedingly  doubtful.  For  these  reasons  some  men  of 
weight  in  the  world  of  finance  persisted  to  the  last  in 
esteeming  the  Pacific  lines  hare-brained  schemes.  The 
promoters  themselves  had  to  pledge  their  whole  fortunes 
in  order  to  secure  the  co-operation  of  capitalists,  and  more 
than  once  were  in  imminent  danger  of  bankruptcy.  The 
final  success  of  the  scheme  was  due  largely  to  the  dis- 
covery of  an  easy  means  of  crossing  the  Sierras  and  to  the 
importation  of  Chinese  labor. 

The  funds  required  for  the  building  of  the  Union  Pa- 
cific and  Central  Pacific  Railroads  were  raised  by  the  sale 
of  the  government  bonds  and  of  first  mortgage,  land, 
income,  and  other  bonds.  The  stock  that  was  issued  was 
thrown  in  as  a  bonus  to  the  promoters.  Its  value  de- 
pended partly  upon  the  earning  powers, —  actual  and  pro- 
spective,—  partly  upon  the  fact  that  the  ownership  of 
the  stock  carried  with  it  the  control  of  the  railroads. 
That  of  the  Central  Pacific,  or  a  majority  of  it,  remained 
in  the  hands  of  the  original  promoters  of  the  road.  That 
of  the  Union  Pacific,  on  the  other  hand,  immediately 
found  its  way  into  the  open  market,  and  soon  became  a 
gambling  stock  on  the  New  York  Stock  Exchange.  Both 
stocks  ultimately  rose  to  par,  and  were  profitable  during 
the  years  in  which  the  Union  Pacific  and  Central  Pacific 
Railroads  had  a  monopoly  of  the  transcontinental  traffic 
by  rail. 
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In  the  years  from  1860  to  1880  almost  all  railway 
building  in  the  United  States  was  highly  speculative. 
Promoters  expected  to  make  a  profit  out  of  the  con- 
struction itself,  issuing  as  many  bonds  as  the  market 
would  absorb.  The  stock  was  generally  thrown  in  as 
a  bonus  to  make  the  bonds  more  salable.  The  incor- 
porators of  railways  also  had  recourse  to  construction 
companies  for  the  purpose  of  limiting  their  liabilities  and 
their  chances  of  loss.  The  construction  companies  and 
the  methods  employed  in  general  for  the  purpose  of  tempt- 
ing capital  into  railway  building  unquestionably  led  to 
great  abuses.  They  brought  about  a  separation  between 
the  interests  of  the  railway  builder  and  manager  and 
those  of  the  persons  who  had  furnished  the  capital  for 
the  building  of  the  railway.  And  if  it  be  urged  that 
in  the  operations  of  the  Union  Pacific  and  Central  Pacific 
construction  companies  —  the  Credit  Mobilier  of  America 
for  the  former,  and  the  Contract  and  Finance  Company 
for  the  latter  —  the  rights  of  the  United  States  as  a 
creditor  of  the  companies  were  ignored,  it  should  be  re- 
membered that,  in  this  respect,  the  experience  of  the 
United  States  was  but  the  too  common  experience  of 
railway  investors  in  the  period  from  1860  to  1880. 

Congress  in  1864  had  enacted  that  the  Pacific  railways 
shoidd  pay  annually  to  the  government  at  least  5  per 
cent,  of  their  net  earnings,  and  that,  in  addition,  the 
United  States  should  withhold  one-half  of  the  sums  due 
to  the  railways  for  transportation  services  rendered.  It 
was  hoped  that  these  two  sums  would  offset  the  payments 
annually  to  be  made  by  the  government  on  accoimt  of  in- 
terest on  the  bonds  issued  to  the  railways.  But  this  hope 
was  disappointed  from  the  start.  In  1872  Congress 
attempted  to  withhold  the  whole  amount  annually  due 
from  the  government  to  the  railways  for  transportation- 
But  at  the  same  time  the  railways  were  allowed  to  appeal 
to  the  Court  of  Claims ;  and  that  tribunal,  as  well  as  the 
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Supreme  Court,  held  that  under  the  acts  of  1862  and 
1864  there  was  no  authority  to  withhold  more  than  one- 
half  the  sums  due  for  services  rendered.  The  indebted- 
ness of  the  Pacific  railways  to  the  govemment  under 
these  conditions  increased  year  by  year.  At  the  same 
time  the  roads  began  to  pay  dividends,  the  Central  Pacific 
in  1872  and  the  Union  Pacific  in  1875,  on  stock  which 
represented  no  investment  of  capital.  In  1878,  when  the 
Wilson  Committee  made  its  report  upon  the  relations 
between  the  Credit  Mobilier  and  the  Union  Pacific  Rail- 
road Company,  Congress  directed  the  Attorney-General  to 
bring  suit  in  equity  in  the  name  of  the  United  States 
against  the  Union  Pacific  Railroad  Company  and  against 
all  persons  who  had  received  stock  in  the  road  without 
paying  for  the  stock  in  full  in  money.  The  theory  on 
which  this  proceeding  rested  was  that  the  property  of  the 
Pacific  roads  was  held  in  trust  by  the  companies  for  the 
payment  to  the  United  States  of  ^e  subsidy  bonds.  The 
relief  asked  for  was  that  the  moneys  and  property  alleged 
to  have  been  wrongfully  diverted  from  the  treasury  of  the 
Union  Pacific  Railroad  to  the  pockets  of  certain  officers 
and  stockholders  of  the  company,  be  restored  to  the  rail- 
road corporation  or  to  the  United  States,  whichever  should 
in  equity  be  entitled  thereto.  The  Supreme  Court,  how- 
ever, held  that  the  bond  subsidy  created  nothing  in  the 
nature  of  a  trust,  but  was  an  absolute  grant  without 
precedent  condition.  It  held  that  under  the  acts  of 
1862  and  1864  the  United  States  was  in  the  position  of 
an  ordinary  creditor,  and  that  redress  for  the  alleged 
fraudulent  actions  could  be  obtained  only  in  a  suit 
brought  by  the  corporation  or  one  of  its  shareholders,  and 
not  in  a  suit  by  the  United  States.  Thus  it  was  settled 
that  the  doings  of  the  construction  companies  —  the 
Credit  Mobilier  and  the  Contract  and  Finance  Com- 
pany—  were  not  matters  in  which,  at  law,  the  govern- 
ment of  the  United  States  had  any  special  concern.     Yet 
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it  is  certain  that  the  alleged  fraudulent  doings  of  those 
companies  remained  a  potent  cause  of  the  opposition  to 
measures  presented  from  time  to  time  for  the  adjustment 
of  the  indebtedness  of  the  Pacific  railroads. 

The  decision  of  the  Supreme  Court  in  the  Credit 
Mobilier  case  was  delivered  in  1878,  at  the  time  of  the 
Granger  movement  and  the  general  ferment  of  opinion 
on  the  railway  question.  Congress  now  endeavored  to 
meet  the  situation  by  the  exercise  of  its  power  as  the 
sovereign  law-giver.  In  the  Thurman  Act  of  1878  it  was 
enacted  that  the  whole  of  the  sum  annually  due  from 
the  government  on  account  of  services  rendered  by  the 
Pacific  railroads  should  be  withheld.  One-half  of  that 
sum  was  to  be  applied  annually  on  the  debt  due  to  the 
government.  The  other  half^  together  with  6  per  cent, 
of  the  net  earnings  of  the  roads,  was  to  be  invested  at 
compound  interest  in  a  sinking  fund,  which  was  to  consist 
of  United  States  bonds.  In  addition,  the  Union  Pacific 
was  to  pay  into  the  sinking  fund  each  year  $850,000,  and 
the  Central  Pacific  was  to  pay  $1,200,000,  with  the  pro- 
viso that  neither  company  should  pay  into  the  sinking 
fund  more  than  25  per  cent,  of  the  net  earnings. 

The  sinking  fund  of  the  Thurman  Act  was  expected  to 
take  care  at  least  of  the  first  mortgage  on  the  Pacific  rail- 
ways and  possibly  also  of  the  second  mortgage,  when  those 
two  liens  should  become  due  in  the  years  1895-99.  But 
for  one  reason  and  another  this  expectation  was  completely 
disappointed.  The  monopoly  of  the  transcontinental  traffic 
by  rail  held  by  the  Central  Pacific  and  Union  Pacific,  and 
the  monopoly  of  the  local  traffic  held  by  the  Union  Pacific, 
were  broken  down  in  1883  by  the  almost  simultaneous 
completion  of  several  competitive  routes, —  the  Southern 
Pacific,  the  Northern  Pacific,  the  Atchison,  Topeka  & 
Santa  F^,  and  the  Chicago,  Burlington  &  Quincy  roads. 
In  consequence  the  net  earnings  of  the  C^i^tral  and 
Union  Pacific  fell  off  to  such  an  extent  that  the  payments 


Digitized  by  VjOOQIC 


482  QUABTEBLT  JOURNAL  OF  ECONOMICS 

on  aocount  of  the  $850,000  and  $1,200,000  provifiions 
beoame  inconsiderable.  In  the  second  place,  the  sudden 
improvement  in  the  credit  of  the  United  States  after  1879, 
and  the  advance  in  the  price  of  its  bonds  caused  the  sink- 
ing fund  to  bear  little  more  than  2  per  cent,  interest; 
and  at  times  it  lay  idle  altogether.  On  the  other  hand, 
the  United  States  was  paying,  year  by  year,  interest  at 
the  rate  of  6  per  cent,  on  the  subsidy  bonds  which  it 
had  issued  for  the  roads ;  and  year  by  year  this  accumu- 
lating amount  was  charged  to  the  debt  which  they  must 
ultimately  repay  to  the  government.  To  this  obligation, 
certain  to  be  presented  in  troublesome  form  even  though 
at  a  date  which  may  have  seemed  distant,  managers  of 
the  roads  at  this  time  paid  apparently  no  attention.  The 
Thurman  Act  was  allowed  to  work  out  its  unexpectedly 
slight  results;  and  the  net  indebtedness  of  the  roads  to  the 
United  States,  so  far  from  declining,  continued  to  increase 
year  by  year. 

Meanwhile,  the  situation  was  being  complicated  in 
another  direction,-^  by  the  changes  in  the  organization  and 
the  ramifications  of  the  railway  systems  themselves.  The 
Central  Pacific  Railroad  was  absorbed  by  the  Southern 
Pacific  Company  of  Kentucky;  and  the  Union  Pacific 
Railroad  developed  into  the  Union  Pacific  System. 

At  a  very  early  date  the  promoters  of  the  Central 
Pacific  entered  upon  the  policy  of  building  to  the  most 
populous  and  most  productive  parts  of  California ;  leasing 
the  lines,  when  completed,  to  the  Central  Pacific  Railroad 
Company.  They  also  built  from  Goshen,  in  Southern  Cali- 
fornia, across  Arizona,  New  Mexico,  and  Texas  to  New 
Orleans,  where  connection  was  made  by  steamships  with 
the  Atlantic  seaboard  cities.  In  1885  the  whole  complex 
of  lines  was  subdivided  into  two  systems, —  one  comprising 
the  Central  Pacific  and  all  lines  north  of  Goshen,  the 
other  comprising  the  southern  transcontinental  line,  or 
Southern  Pacific,  and  all  lines  south  of  Goshen.    Both 
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systems  were  leased  to  the  Southern  Pacific  Company 
of  Kentucky,  a  corporation  controlled  by  the  builders  of 
the  Central  and  Southern  Pacific  lines.  Under  the  lease 
of  1886  the  Southern  Pacific  Company  of  Kentucky  as- 
sumed the  payment  of  the  obligations  of  the  Central 
Pacific  as  regarded  interest  on  its  funded  debt  and  the 
sums  annually  due  to  the  United  States  under  the  Thur- 
man  Act ;  but  it  assumed  no  responsibility  for  the  prin- 
cipal of  the  Central  Pacific  indebtedness.  It  has  often 
been  charged  that  the  Southern  Pacific  of  Kentucky  sys- 
tematically diverted  tra£Bc  from  the  Central  Pacific  line 
to  the  Southern  Pacific,  for  the  purpose  of  keeping  down 
the  net  earnings  of  the  former,  and  so  reducing  the  pay- 
ments due  to  the  United  States.  But  it  is  probable  that 
an  inquiry  into  the  facts  would  at  any  time  have  led  to 
the  conclusion  reached  in  1894  by  Sir  Rivers  Wilson,  the 
representative  of  the  English  shareholders  of  the  Central 
Pacific,  who  then  reported  that  there  did  not  appear  suffi- 
cient grounds  to  support  the  charge  of  unfair  diversion  of 
traffic  from  the  Central  Pacific.  The  truth  is  that  in 
length  of  haul  by  rail,  in  ease  of  grades,  and  in  freedom 
from  obstruction  by  snow  and  ice,  the  Southern  Pacific 
has  very  decided  advantages  over  the  Central  Pacific. 

The  Union  Pacific  Railroad  Company  in  1877  began 
the  policy  of  acquiring  control  of  auxiliary  lines,  in  order 
that  it  might  keep  pace  with  the  growth  of  the  territory 
tributary  to  it  and  meet  the  competitive  building  of  other 
trans-Missouri  lines.  But  not  until  after  the  consolidation 
with  the  Kansas  Pacific  and  Denver  Pacific  in  1880  did 
it  pursue  vigorously  the  policy  of  expansion.  In  1881  it 
met  the  construction  of  the  Southern  Pacific  by  seeking 
an  outlet  to  the  north-west  Pacific  coast.  Thus  it  finally 
acquired  the  Oregon  Short  Line  &  Utah  Northern  Rail- 
way, together  with  the  Oregon  Railway^  and  Navigation 
Company.  These  lines  carried  it  to  important  points  in  the 
Pacific  north-west, —  to  Butte  City,  Montana,  to  Spokane 
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Falls,  Washington,  and  to  Portland,  Oregon.  From  the 
latter  place  the  Union  Pacific  operated  steamship  lines  to 
San  Francisco.  Somewhat  later  it  pushed  its  operations 
into  the  south-west,  obtaining  access  to  Fort  Worth, 
Texas,  by  means  oi  the  Union  Pacific,  Denver  &  Gulf 
Railway.  By  1890  the  Union  Pacific  System  had  come  to 
comprise,  in  addition  to  the  Union  Pacific  and  Kansas 
Pacific  main  lines,  some  5,900  miles  of  auxiliary  lines,  and 
had  under  operation  a  total  of  7,700  miles.  This  vast  sys- 
tem was  held  together  through  the  Union  Pacific  Railway 
Company's  ownership  of  stocks  and  bonds  of  the  auxiliary 
lines ;  for  the  charter  of  the  Pacific  roads  had  given  the 
companies  no  power  to  build  new  lines  directly  or  to  in- 
corporate by  consolidation  any  lines  of  railway  other  than 
those  mentioned  in  the  acts  of  1862  and  1864. 

The  policy  of  acquiring  auxiliary  lines  has  been  the  sub- 
ject of  adverse  comment,  sometimes  of  bitter  attack,  under 
the  mistaken  notion  that  it  was  a  drain  upon  the  resources 
of  the  Union  Pacific.  To  persons  not  conversant  with 
railway  operations,  it  does  not  readily  appear  how  a  branch 
line  which  does  not  pay  for  itself  may  yet  be  a  source  of 
profit  in  providing  the  main  line  with  traffic  hauled  long 
distances  at  low  cost.  Then,  again,  the  device  of  construc- 
tive mileage,  made  use  of  in  dividing  the  earnings  between 
the  branch  lines  and  the  parent  line,  readily  lends  itself  to 
misunderstanding  and  misinterpretation.  On  the  other 
hand,  it  must  be  admitted  that  the  terms  upon  which  some 
of  the  branch  lines  were  secured  were  not  abaye  criticism. 
Yet,  upon  the  whole,  the  policy  of  expansion  was  pursued 
with  honesty  and  wisdom ;  and  among  persons  competent 
to  judge  there  is  no  difference  of  opinion  as  to  the  abso- 
lute necessity  of  auxiliary  lines  for  the  Union  Pacific  main 
line. 

In  1898  the  Union  Pacific  Railway  Company  passed 
into  the  hands  of  receivers.      A  general  reorganization 


Digitized  by  VjOOQIC 


SETTLEMENTS  WITH  THE  PACIFIC  RAILWAYS    435 

committee  was  at  once  formed  to  protect  the  many  inteiv 
ests  which  had  been  brought  together  under  the  Union 
Pacific  System.  It  soon  became  evident  that  no  headway 
could  be  made  with  reorganization  until  provision  should 
have  been  made  for  the  claims  of  the  government,  which 
would  come  due  in  the  years  from  1896  to  1899.  In  Jan- 
uary, 1895,  the  Union  Pacific  Railway  Company  offered 
to  refund  the  government's  entire  claim,  principal  and  in- 
terest, in  fifty-year  2  per  cent,  bonds.  The  interest  on 
these  fifty  millions  would  have  yielded  to  the  government 
each  year  a  sum  more  than  sufficient  to  meet  the  annual 
interest  on  the  United  States  subsidy  bonds,  if  these 
bonds,  as  they  matured,  had  been  refunded  at  a  lower  rate 
of  interest.  In  addition,  it  was  proposed  to  raise  by  assess- 
ment on  the  Union  Pacific  Railway  Company  stock  some 
twenty  millions  in  cash.  This  sum  and  the  fourteen  mil- 
lions in  the  sinking  fund  were  to  be  used  in  paying  off  the 
bonds  which  had  priority  over  the  lien  of  the  United  States. 
Finally,  the  ultimate  payment  of  the  refunded  debt  was  to 
be  secured  by  sufficient  sinking  fund  provisions.  The 
offer  was  commonly  thought  a  reasonable  one;  yet,  as 
public  opinion  and  Congressional  tactics  stood,  it  was  hope- 
less to  expect  its  acceptance.  Congress  adjourned  with- 
out taking  action ;  and  the  reorganization  committee  dis- 
banded in  March,  1895. 

By  this  time  separate  receivers  had  been  appointed  for 
the  Union  Pacific,  Denver  &  Gulf,  for  the  Denver, 
Leadville  &  Gunnison,  and  for  the  Oregon  Railway  and 
Navigation  Company.  There  was  the  possibility  also  of  a 
separate  receivership  for  the  Oregon  Short  Line  &  Utah 
Northern  Railway.  There  had  been  a  struggle  among  the 
holders  of  the  securities  of  the  various  subsidiary  com- 
panies, each  group  seeking  to  put  itself  in  position  to 
form  an  alliance  with  some  other  system,  should  the 
Union  Pacific  System  be  broken  up.  The  Union  Pacific 
Railway  Company  theiefore  was  in  danger  not  only  of 
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losing  through  foreclosure  its  valuable  equities  in  the  va- 
rious subsidiary  companies,  but  also  of  being  reduced  to 
the  position  of  a  trunk  line  without  feeders  of  its  own, 
dependent  for  freight  upon  trafSc  arrangements  made 
with  rival  systems. 

In  January,  1897,  still  another  proposal  for  settlement 
came  up,  and  reached  at  least  the  stage  of  a  vote  in  the 
House  of  Representatives.  On  that  date,  the  House  re- 
jected, by  a  vote  of  167  to  102,  the  Powers  Bill.  That 
measure  proposed  to  allow  the  Union  Pacific  Railway 
Company  to  issue  fifty-year  4  per  cent,  first  mortgage 
bonds  to  the  face  value  of  all  outstanding  first  mortgage 
bonds,— J54,731,000.  The  debt  due  to  the  government 
was  to  be  refunded  in  2  per  cent,  fifty-year  second 
mortgage  bonds,  with  a  lien  on  the  total  property  of  the 
company.  The  original  lien  of  the  government  had  not 
applied  to  those  portions  of  the  Union  Pacific  and  Kansas 
Pacific  roads  which  had  been  built  without  recourse  to 
the  proceeds  of  the  subsidy  bonds;  that  is,  it  did  not 
cover  the  terminal  properties  at  Omaha,  Council  Bluffs, 
and  Kansas  City,  nor  any  part  of  the  Kansas  Pacific  road 
west  of  a  point  three  hundred  and  ninety-four  miles  west 
of  Kansas  City.  The  Powers  Bill  also  provided  for  stated 
annual  payments  on  account  of  the  principal  of  the  pro- 
posed second  mortgage  bonds, —  $366,000  annually  for  the 
first  ten  years,  $550,000  annually  for  the  second  ten  years, 
and  thereafter  $750,000  a  year.  The  proposal  again  was 
not  an  unreasonable  one,  and  again  it  was  rejected.  Be- 
fore the  vote  on  the  bill  proper  the  House  rejected  also  a 
substitute  providing  for  a  commission  to  settle  or  com- 
promise the  indebtedness  of  the  Pacific  railroads;  and 
rejected,  too,  a  substitute  for  funding  at  3  per  cent, 
the  debt  due  to  the  government.  The  arguments  on 
these  proposals  had  but  little  relevancy  to  the  question 
in  hand.  They  consisted  mainly  of  the  repetition  of 
charges,  by  this  time  flat  and  stale,  against  the  Credit 
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Mobilier,  and  of  similar  charges  as  to  the  diversion  of 
traffic  from  the  Central  PacijBc  to  the  Southern  Pacific 
and  the  diversion  of  earnings  from  the  Union  Pacific  to 
its  auxiliary  companies.  The  debate  as  a  whole  deserved 
the  comment  which  a  prominent  member  of  the  Pacific 
Railroads  Committee  applied  to  his  own  speech.  Most  of 
what  he  had  been  saying,  he  frankly  admitted,  was  for- 
eign to  the  real  question  at  issue, —  the  adjustment  on  a 
business-like  basis  of  the  claims  of  the  government ;  but 
he  wished  to  show  that  Congressmen  were  under  no  moral 
obligation  to  deal  leniently  with  those  who  had  made  im- 
mense fortunes  out  of  the  bounty  of  the  government  and 
had  shamefully  abused  the  confidence  and  generosity  of 
their  predecessors.  But  the  opposition  rested  not  merely 
on  this  general  unwillingness  to  any  action  savoring  of 
accommodation  to  guilty  corporations.  It  was  powerfully 
strengthened  by  the  strong  wish  of  the  Western  Congress- 
men, especially  those  from  California,  to  force  foreclosure 
under  the  government  mortgage.  Foreclosure  by  the 
government  was  desired,  in  the  hope  that  it  would  result 
in  one  through  line,  consisting  of  the  Central  Pacific  and 
Union  Pacific  operated  as  one  road,  which  would  break 
the  monopoly  of  railway  transportation  in  California 
which  had  been  enjoyed  for  many  years  by  the  owners  of 
the  Southern  Pacific.  For  the  chance  of  securing  this 
outcome  the  House  of  Representatives  did  not  hesitate 
to  leave  the  government  in  a  position  where  the  sale  of 
the  claim  of  the  United  States  at  a  heavy  sacrifice  might 
be  the  alternative  to  its  becoming  the  owner  of  the  torso 
of  a  main  line. 

Meanwhile,  steps  had  been  taken  in  another  direction, 
and  on  a  different  plan  for  securing  some  action  on  the 
part  of  the  government.  Proceedings  were  instituted  to 
foreclose  the  first  mortgage  bonds  of  the  Union  Pacific, 
interest  on  which  had  been  in  default  since  1898,  and 
whose  lien  applied  to  those  parts  of  the  main  line  subject 
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to  the  goyernment's  second  lien.  Under  the  act  of 
March  3, 1887,*  it  had  been  made  the  duty  of  the  Presi- 
dent to  direct  proceedings  for  the  protection  of  the  inter- 
ests of  the  United  States,  by  redemption  or  by  foreclosure 
provisions.  The  executive  branch  of  the  government, 
and  not  Congress,  was  now  to  be  dealt  with,  and,  in- 
deed, was  compelled  to  show  its  hand  under  penalty  of 
letting  the  entire  claim  of  the  United  States  go  by  the 
board.  A  new  reorganization  committee  had  been  formed 
id  October,  1895,  representing  the  holders  of  first  mort- 
gage bonds  of  the  Union  Pacific  and  Kansas  Pacific 
divisions ;  and  the  Attorney-General  (Mr.  Harmon)  agreed 
with  that  committee  in  January,  1897,  immediately  after 
the  rejection  of  the  Powers  Bill,  to  bring  suit  for  the 
foreclosure  of  the  government's  lien  at  the  same  time  that 
the  committee  should  bring  suit  for  the  foreclosure  of  the 
first  mortgage  lien.  In  consideration  of  this  understand- 
ing the  reorganization  committee  guaranteed  a  minimum 
bid  of  $45,764,000  for  the  government's  claim.  The  cash 
value  of  the  sinking  fund  in  the  Treasurer's  hand  was 
about  sixteen  and  one-half  millions,  leaving  some  twenty- 
niue  millions  to  be  raised  by  the  committee.  To  secure 
that  sum,  it  would  be  necessary  to  sell  about  thirty-three 
and  one-half  millions  of  the  proposed  issue  of  one  hundred 
million  new  first  mortgage  4  per  cent,  bonds.  The  in- 
terest on  those  bonds  would  call  for  something  more 
than  $1,300,000  a  year,  or  about  a  hundred  thousand 
dollars  more  than  the  Union  Pacific  Railway  Company 
had  been  paying  in  recent  years  on  account  of  its 
debt  to  the  government.  Reorganizations  of  bankrupt 
properties  are  not  ordinarily  made  on  the  basis  of  in- 

*  This  act  provided  primarily  for  the  appointment  of  a  oommiaBion  to  in- 
vestigate the  books,  aoconnts,  and  methods  of  the  bond-^ded  Pacific  railroads. 
It  also  directed  the  Preddent  to  take  action  to  protect  the  interests  of  the 
United  States,  shonld  any  suit  be  brongrht  for  the  foreclosnre  of  any  lien  prior 
to  the  government's  claim.  Finally,  it  permitted  the  investment  of  the  sink- 
idg  fnnd  moneys  in  the  first  mortgage  bonds  of  the  Pacific  railroads.  This 
last  provision,  however,  proved  of  little  value  to  the  railroads. 
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creased  fixed  charges ;  and,  considering  the  disturbed  state 
of  affairs  at  that  date  (the  Treasury  was  far  from  pros- 
perous, and  the  Venezuela  episode  was  not  out  of  the 
way),  the  offer  of  forty-five  and  three-quarters  millions 
would  seem  to  have  been  not  illiberal.  At  any  rate, 
^^  rights "  to  participate  in  the  undertaking  of  the  syndi- 
cate formed  to  raise  the  money  required  under  the  guar- 
anteed bid  were  being  offered  in  the  early  part  of  1897 
at  a  discount  of  2i  per  cent. 

Some  of  the  decrees  rendered  in  the  foreclosure  suits 
proved  unsatisfactory  to  the  government.  It  was  ad- 
judged that  a  certain  Omaha  bridge  mortgage  for  (1,200,- 
000  was  a  lien  prior  to  the  claim  of  the  United  States ; 
and  it  was  ordered  that  moneys  and  assets  accruing  in 
the  hands  of  the  receivers  should  not  be  reserved  to  meet 
any  deficiency  judgment  obtained  by  the  government. 
When  the  reorganization  committee  learned  that  the  gov- 
ernment for  these  reasons  was  preparing  papers  for  an 
appeal,  the  committee  raised  its  guaranteed  bid  to  fifty 
millions.  The  Attorney-General  (Mr.  McKenna,  under 
the  new  administration)  in  October  stated  that  the  increase 
removed  the  objections  to  the  decrees  so  far  as  the  money 
contentions  were  concerned.  In  all  else  the  decrees  were 
satisfactory;  and  the  government  was  willing  that  the 
sale  should  proceed.  But  there  was  clamor  against  what 
was  styled  an  attempt  to  rob  the  government;  and  it 
was  stated  in  the  press  that,  if  time  were  given,  opposition 
syndicates  would  be  formed  to  outbid  the  reorganization 
committee.  These  charges  proved  the  more  embarrassing 
to  the  administration  because  certain  Wall  Street  rumors 
gave  them  some  measure  of  plausibility.  It  was  alleged 
that  support  had  been  secured  for  a  syndicate  which  was 
ready  to  raise  seventy  milUon  dollars.  These  allegations 
grew  stronger  as  the  day  fixed  for  the  foreclosure  sale 
approached;  and  on  October  25  the  Attorney-General 
notified  the  committee  that  the  government  had  applied 
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to  the  court  to  have  the  sale  postponed  from  November  1 
to  December  15.  On  the  latter  date  Congress  would  be 
in  session,  and  able,  if  it  pleased,  to  take  action.  The 
committee,  unwilling  to  risk  farther  intervention  by  Con- 
gress, raised  the  guaranteed  minimum  bid  on  the  Union 
Pacific  line  to  the  full  amount  of  the  government  claim, 
principal  and  interest, —  more  than  fifty-eight  millions  in 
all.  The  previous  bids  had  been  for  both  the  Union 
Pacific  and  Kansas  Pacific  lines ;  but,  the  latter  not  being 
essential  for  the  proposed  reorganization,  the  bid  as  to  it 
was  withdrawn.  For  the  Union  Pacific  alone  the  offer 
was  eight  millions  more  than  the  preceding  offer  for  both 
lines  taken  together. 

Thus  the  United  States  secured  from  the  Union 
Pacific  the  unabated  amount  of  its  claim  in  hard  cash. 
There  were  abundant  circumstances  that  might  have 
been  adduced  in  justification  of  a  less  exacting  bargain. 
The  prolonged  payment  of  interest  at  6  per  cent,  by 
the  government  on  its  subsidy  bonds  greatly  swelled 
the  amount  of  the  accumulating  debt ;  yet  in  the  course 
of  the  thirty  years  the  current  rate  had  fallen  much 
lower,  and  the  rate  for  the  government  itself  to  one-half 
of  6  per  cent.  On  the  investment  which  the  govern- 
ment had  compelled  the  company  to  make  in  the  sinking 
fund  of  the  Thurman  Act,  hardly  2  per  cent,  had  been 
earned  for  the  beneficiary.  Quite  apart  from  any  such 
considerations  of  equity,  it  is  not  to  be  doubted  that, 
having  regard  to  the  condition  of  the  railway  itself  and 
to  the  general  business  situation,  any  of  the  proposals 
made  in  1895-97  would  have  been  found  acceptable  by 
a  private  creditor.  The  first  offer  from  the  reorganization 
committee,  acceded  to  by  the  government  in  1897,  of 
45.7  millions,  was  thought  at  the  time  to  be  an  excellent 
bargain  for  the  United  States.  That  enough  was  suc- 
cessively added  to  meet  finally  the  full  claim,  was  due  in 
some  degree  to  the  general  revival  of  activity  and  the 
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better  prospects  of  all  railway  properties ;  but  even  more, 
probably,  to  the  fact  that  the  reorganization  committee  had 
gone  too  far  to  be  able  to  retrace  its  steps.  For  various 
reasons  it  was  anxious  to  avoid  the  possibility  that  Con- 
gress, yielding  to  the  pressure  which  had  defeated  the 
Powers  Bill,  should  overthrow  the  proposed  settlement. 
The  failure  to  carry  the  reorganization  through  would 
have  had  a  depressing  effect  in  the  financial  world,  under- 
mining the  confidence  just  being  re-established.  This,  in 
turn,  would  have  affected  adversely  many  other  large 
afiGEurs  and  interests  in  which  the  individuals  taking  part 
in  the  reorganization  were  involved.  Moreover,  the  com- 
mittee had  made  heavy  engagements  and  contracts,  from 
which  it  could  not  retreat  without  great  confusion,  if  not 
loss.  A  syndicate  had  been  formed  to  advance  on  thirty 
days'  notice  some  forty-four  million  dollars.  Compre- 
hensive plans  had  been  made  to  recover  the  lines  lost  to 
the  old  Union  Pacific  System,  among  them  an  agreement 
to  purchase  the  Oregon  Short  Line  stocks,  held  by  the 
firm  of  J.  P.  Morgan  under  an  old  trust  indenture  of 
1891.  Virtually,  there  was  nothing  to  be  done  except  to 
dispose  of  the  government  as  an  ugly  partner  by  paying 
the  full  amount  of  its  claim, —  $27,236,512  principal  and 
931,211,712  interest.  The  formal  end  of  this  operation 
came  on  November  6, 1897,  when  the  sale  of  the  Union 
Pacific  main  line  to  the  reorganization  committee  was 
confirmed. 

The  Kansas  Pacific  had  been  left  out  of  the  arrange- 
ment when  the  Union  Pacific  bids  were  raised.  The 
disposal  of  this  line  dragged  on,  and,  indeed,  has  not  yet 
been  completed.  On  February  9, 1898,  the  Secretary  of 
the  Treasury  made  a  move  for  foreclosure  by  issuing  a 
warrant  for  $7,515,255  in  favor  of  the  Treasurer  of  the 
United  States,  to  be  used  in  the  purchase  of  the  first 
mortgages  on  the  parts  of  the  Kansas  Pacific  covered 
by  the  government  lien,  unless  a  satisfactory  agreement 
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ahould  be  reached  for  the  setdement  of  the  goyemmeDt's 
claim.  Three  days  later  the  reorganization  committee 
guaranteed  the  government  the  amount  of  the  principal 
of  its  debt  ($6,800,000;,  and  the  sale  was  allowed  to  pro- 
ceed. On  the  16th  of  February  the  property  was  sold, 
the  United  States  receiving  nothing  for  its  claim  on 
account  of  interest,  amounting  to  $6,627,000.* 

The  Union  Pacific  being  disposed  of,  the  settlement 
with  the  Central  Pacific  was  made  with  comparative  ease. 
The  possibility  of  a  union  of  the  two  lines  as  a  govern- 
ment road  was  gone,  and  there  was  no  ground  for  further 
opposition  in  Congress  to  the  readjustment  of  the  Central 
Pacific's  debt.  The  Deficiency  Appropriation  Act  of  July, 
1898,  appointed  the  Secretary  of  the  Treasury,  the  Secre- 
tary of  the  Interior,  and  the  Attorney-General  commission- 
ers to  effect  a  settlement  between  the  United  States  and 
this  railway.  Under  the  agreement,  approved  by  the 
President  on  February  15, 1899,  the  government's  claim, 
amounting  to  $27,855,680  on  account  of  principal  and 
$30,957,085  on  account  of  unreimbursed  interest,  was 
disposed  of  in  full,  by  being  refunded  in  twenty  equal 
notes,  payable,  respectively,  on  or  before  the  expiration  of 
each  successive  six  months  for  ten  years.  The  notes  bear 
interest  at  3  per  cent ;  and,  if  default  be  made  in  any 
payment  of  principal  or  interest,  all  of  the  notes  im- 
mediately become  due  and  payable.  The  payment  of  the 
principal  and  interest  is  secured  to  the  government  by  the 
deposit  in  its  hands  of  $58,820,000  (out  of  a  total  issue  of 
one  hundred  millions)  first  refunding  4  per  cent,  gold 
bonds  issued  by  the  Central  Pacific  Railroad  Company  or 

*The  Department  of  Justice  has  institnted  proceedings,  however,  against 
the  reorganised  Union  Pacific  Company  for  $6,588,900  with  interest.  There 
had  been  left  over  in  the  hands  of  the  receivers  of  the  old  corporation  some 
assets  not  covered  by  any  specific  lien,  and  therefore  available  for  payment  of 
the  general  obligations  of  the  company.  The  valae  of  these  assets  has  been 
estimated  to  be  abont  four  miUion  dollars.  The  total  amount  of  claims 
presented  against  them,  among  which  the  government  demand  fignres,  is  close 
on  sixty  millions. 
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its  successor  in  the  ownership  of  the  property  covered  by 
the  bonds.  These  bonds  are  a  first  charge  on  all  the 
property  of  the  company ;  and  the  issue  has  been  used,  in 
part,  to  retire  the  old  first  mortgage  bonds  whose  lien  was 
prior  to  that  of  the  United  States.  They  affect  not  only 
the  subsidized  line,  but  all  the  lines  and  the  equipment 
and  terminals  of  the  company  owned  at  the  time  of  the 
approval  of  the  agreement.  The  second  mortgage  for- 
merly held  by  the  United  States,  it  will  be  remembered, 
had  not  covered  the  valuable  terminal  properties  at  Oak- 
land and  San  Francisco.  Substantially,  the  government 
claim,  for  principal  and  interest  taken  together,  is  extended 
at  3  per  cent.,  with  provision  for  payment  by  instalments 
in  the  course  of  ten  years  and  with  security  certainly  more 
ample  than  it  had  been  before  the  settlement.  The  terms 
are  but  little  more  favorable  to  the  government  than  those 
of  the  several  proposals  made  to  it  of  late  years ;  and  they 
are  distinctly  less  favorable  than  in  the  case  of  the  Union 
Pacific,  where  it  got  its  cash  once  for  all. 

Some  minor  items  of  the  bond  subsidy  operations  of 
thirty  years  ago  may  be  referred  to.  The  Sioux  City  & 
Pacific  Railroad,  running  from  Missouri  Valley  in  Iowa 
to  Sioux  City,  and  now  forming  a  branch  of  the  Chicago 
&  North-western  System,  received  a  bond  subsidy;  and 
the  United  States  has  a  second  mortgage  of  (1,628,300, 
not  including  interest.  It  does  not  appear  what  action 
has  been  taken  regarding  this  line.  The  central  branch 
of  the  Union  Pacific,  running  from  Atchison  to  Water- 
ville  in  Kansas,  was  similarly  subject  to  a  claim  for 
$1,600,000.  It  was  long  under  lease  to  the  Missouri 
Pacific  System,  and  in  1898  it  was  sold  in  order  to  sat- 
isfy a  lien  having  priority  over  the  government  lien. 
Apparently,  no  steps  were  taken  to  enforce  the  govern- 
ment's claim ;  and  the  line  is  now  owned  and  operated  by 
the  Missouri  Pacific. 

For  the  government  the  whole  outcome  has  been  finan* 
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oially  not  less  than  brilliant.  Not  only  the  principal  of 
the  debt,  but  the  accumulated  mass  of  interest  payments^ 
has  been  recouped  by  the  subsidized  railways, —  a  result,  as 
has  already  been  said,  which  would  have  been  thought  a 
few  years  ago  virtually  impossible.  It  may  be  a  question 
whether  the  precise  mode  in  which  this  success  was 
achieved,  in  the  case  of  the  Union  Pacific,  deserves  un- 
qualified commendation;  yet  it  may  also  be  urged  that 
the  representatives  of  the  government  had  no  other  course 
than  to  press  its  claim  to  the  end  without  discount.  For 
the  community  it  is  certainly  a  gain  that  the  Pacific  rail- 
ways question  disappears  from  the  political  field,  and  that 
no  more  is  to  be  heard  of  the  rumors  and  charges  —  half 
true  and  half  false  —  as  to  intrigue,  corruption,  blackmail, 
demagogism.  For  the  railways,  too,  it  is  no  less  a  gain 
that  they  are  no  longer  to  be  trammelled  by  the  constant 
friction  in  Congress  and  the  uncertainty  as  to  their  finan- 
cial basis.  As  to  the  project  of  creating  a  government- 
owned  competitive  transcontinental  route  out  of  the  sub- 
sidized lines,  that,  too,  is  well  out  of  the  way.  Whether 
or  no  public  ownership  be  thought  likely  to  yield  a  balance 
of  gain  in  the  United  States, —  and  few  sober  thinkers 
would  regard  this  as  one  of  the  good  moves  for  the  visible 
future, —  the  plan  of  such  a  competitive  trunk  line  offered 
all  the  evils  and  few  of  the  gains  of  public  management. 
The  peculiar  situation  on  the  Pacific  coast,  and  especially 
in  California,,  made  the  project  naturally  a  tempting  one 
for  that  part  of  the  country ;  but  this  remedy  was  both 
drastic  and  unpromising,  and  the  unfortunate  thing  is 
that  no  remedy  at  once  safe  and  promising  is  in  sight. 
Taking  the  general  railway  situation  in  the  United  States 
as  it  stands,  the  settlements  with  the  subsidized  railways 
are  to  be  welcomed  and  approved :  nothing  is  made  worse, 
and  some  things  are  made  better. 

H.  R.  MSYEB. 
Harvard  University. 
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THE  FRANCHISE  TAX  LAW  IN  NEW  YORK. 

Much  interest  has  been  manifested  throughout  the  country 
in  the  passage  of  the  recent  franchise  tax  law  in  New  York. 
This  interest  is  partly  due  to  the  effective  manner  in  which 
Goyemor  Roosevelt  forced  the  passage  of  the  bill  Up  to  the 
last  moment  the  vote  on  the  original  Ford  Franchise  Bill  was 
in  doubt,  and  would  have  remained  so  but  for  the  emergency 
message  sent  to  the  legislature  in  its  closing  hours.  Further 
consideration,  however,  convinced  the  governor  of  the  advis- 
ability of  certain  amendments  to  the  bill ;  and  a  special  session 
of  the  legislature  was  summoned  for  this  purpose.  PracticaUy 
no  other  business  was  transacted ;  and  here,  again,  it  was  the 
clearly  expressed  determination  of  the  governor  to  sign  the 
original  bill  unless  the  amendments  were  adopted,  which 
whipped  into  line  the  Republican  majority  and  brought  about 
the  final  passage  of  the  law  as  it  now  stands. 

Readers  of  this  Journal  need  not  be  informed  as  to  the  nat- 
ure of  franchise  taxation.  The  whole  conception  is  a  legal 
rather  than  an  economic  one,  and  its  recent  growth  in  the 
United  States  is  due  largely  to  the  prevalent  system  of  the 
general  property  tax.  In  Europe  there  is  no  such  problem  as 
the  taxation  of  corporate  franchises,  because  corporations  are 
subject  either  to  the  general  income  tax,  as  in  England,  Ger- 
many, and  Italy,  or  to  the  special  business  tax,  as  in  France. 
Under  our  American  system,  however,  corporations  have 
usnaUy  been  liable  to  the  general  property  tax.  The  tangible 
corporate  property  has  always  been  reached,  but  the  intangi. 
ble  property  has  thus  far  escaped  the  scrutiny  of  the  assessor 
with  almost  as  much  success  as  has  the  intangible  property 
of  individuals.  When  taxation  is  confined  to  realty  and 
tangible  personalty,  it  evidently  becomes  necessary,  in  order 
to  reach  the  actual  value  of  the  property  of  the  corporation. 


Digitized  by  VjOOQIC 


446  QUARTERLY  JOURNAL  OF  ECONOMICS 

to  add  to  the  tangible  property  something  else  representing  its 
capitalized  earning  capacity.  This  something  else  is  what  is 
ordinarily  termed  the  franchise, —  the  privilege  accorded  by 
the  government  to  the  corporation  to  carry  on  the  business. 
The  tax  imposed  on  this  privilege,  known  as  the  franchise 
tax,  is  therefore  supplementary  to  the  tax  upon  tangible  prop- 
erty. 

The  idea  of  a  franchise  tax  in  this  sense  is  not  altogether 
new  to  New  York  State.  For  some  time  New  York,  like 
Pennsylvania  and  other  States,  has  had  a  system  of  franchise 
taxes  on  corporations  for  State  purposes.  These  taxes  have 
been  levied  upon  the  capital  stock  in  accordance  with  the 
amount  of  dividends  paid,  or  they  have  been  assessed  in  a 
certain  proportion  to  gross  earnings.  The  system  in  New 
York,  however,  differs  from  that  in  Pennsylvania  and  in 
several  other  States,  in  that  the  taxation  of  corporations  for 
local  purposes  is  still  carried  on  under  an  old  law  which, 
handed  down  from  earlier  times,  has  remained  intact  for 
almost  half  a  century.  Corporations  are  liable  for  local  pur- 
poses on  their  general  property.  That  is  to  say,  not  only  the 
real  estate,  but  all  the  personalty,  tangible  and  intangible,  of 
corporations,  is  locally  taxable.  The  local  assessors,  following 
time-honored  practice,  place  an  arbitrary  valuation  upon  the 
capital  stock,  from  which  is  deducted  the  value  of  the  realty. 
The  present  franchise  tax  law  is  partly  the  result  of  a  recent 
unsuccessful  endeavor  on  the  part  of  the  Brooklyn  assessors  to 
increase  the  assessment  of  a  local  corporation.  The  assessors  in 
this  case,  when  they  made  up  their  valuation  upon  the  capital 
stock,  increased  it  substantially  on  the  ground  that  the  property 
had  become  more  valuable  because  of  the  augmented  value  of 
the  franchise.  The  court,  however,  held  that  the  value  of  the 
franchise  ought  not  to  be  considered  in  estimating  the  value 
of  the  taxable  personalty.  Since  debts  are  deductible  from 
personalty  in  New  York,  the  corporation  in  question  was  able 
to  deduct  its  entire  bonded  indebtedness  from  the  value  of 
the  stock ;  and  it  might  well  happen  that,  where  the  bonded 
indebtedness  exceeded  the  capital  stock,  a  corporation  would  be 
taxable  on  its  real  estate  only.  It  was  partly  to  remedy  this 
condition  of  affairs  that  the  franchise  tax  bill  was  introduced. 
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The  new  act  does  not  apply  to  all  franchises  or  to  all  corpo- 
rations ;  and  the  tax  system  in  New  York,  as  now  amended, 
differs  from  that  of  many  other  States.  No  less  than  three 
kinds  of  corporate  franchises  are  at  present  taxable  in  New 
York.  The  first  is  the  general  privilege  extended  by  the  goy- 
emment  to  become  a  corporation.  For  this  privilege  payment 
is  made  in  the  so-called  incorporation  fees,  known  under  vari- 
ous names  throughout  the  country.  The  second  kind  of  ^  fran- 
chise,'' taxable  for  all  corporations  in  New  York,  is  the  privilege 
to  carry  on  the  business.  To  use  the  words  of  a  recent  de- 
cision of  the  United  States  Supreme  Court,  it  is  a  franchise  to 
do,  and  not  a  franchise  to  be.  Most  of  the  so-called  franchise 
taxes  in  the  various  commonwealths  deal  with  this  kind  of  a 
franchise.  The  new  New  York  law,  however,  is  intended  to 
reach  a  third  kind  of  franchise, —  namely,  the  privilege  con- 
ferred upon  certain  special  corporations  to  make  use  of  city 
streets  and  public  places.  This  is  manifestly  a  valuable  privi- 
lege over  and  above  the  other  privileges  granted  by  the  gov- 
ernment. Legally,  it  may  be  conferred  by  the  State ;  yet  from 
the  economic  point  of  view  it  is  a  privilege  granted  by  the  lo- 
cality. It  is  only  to  corporations  possessing  this  particular 
privilege  that  the  new  law  applies,  and  hence  the  franchises 
of  such  corporations  are  spoken  of  in  the  law  as  **  special  fran- 
chises." The  statute  prescribes  that  in  estimating  the  value  of 
property  there  shall  be  included  ^  the  value  of  aU  franchises, 
rights,  authority,  or  permission  to  construct,  maintain,  or  op- 
erate in,  under,  above,  upon,  or  through  any  streets,  highways, 
or  public  places  any  mains,  pipes,  conduits  or  wires,  with  the 
appurtenances  for  conducting  water,  steam,  heat,  light,  power, 
telegraph,  telephone,  or  other  purposes."  Taxable  property 
shall  also  include  ''  all  bridges,  all  telegraph  lines,  wires,  poles, 
and  appurtenances,  all  supports  and  enclosures  for  electrical 
conductors  and  other  appurtenances  upon,  above,  and  under 
ground ;  all  surface,  underground,  or  elevated  raUroads,  includ- 
ing the  value  of  all  franchises,  rights,  or  permission  to  con- 
struct, maintain,  or  operate  the  same  in,  under,  above,  on,  or 
through  streets,  highways,  or  public  places."  The  same  section 
goes  on  to  say  that  ^  a  franchise,  right,  authority,  or  permission 
specified  in  this  subdivision  shall,  for  the  purposes  of  taxation, 
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be  known  as  a  special  franchise."  Finally,  the  act  adds  that 
^'  a  special  franchise  shall  be  deemed  to  include  the  value  of 
the  tangible  property  of  a  person,  copartnership,  association, 
or  corporation  situated  in,  upon,  under,  or  above  any  street, 
highway,  public  place  or  public  way,  in  connection  with  a 
special  franchise.  The  tangible  property  so  included  shall  be 
taxed  as  a  part  of  the  special  franchbe." 

Several  considerations  present  themselves  to  our  notice.  In 
the  first  place,  all  the  passages  of  the  law  quoted  above  are 
simply  amendments  of  or  additions  to  the  general  tax  law 
which  prescribes  the  assessment  of  real  estate.  The  words 
**  real  estate  "  as  used  in  the  tax  law  are  deemed  to  include  the 
value  of  all  such  special  franchises.  It  may  of  course  be 
questioned  whether  the  law  is  correct  in  classing  a  franchise  as 
real  estate.  The  objection,  however,  is  in  the  main  purely 
theoretical.  From  the  abstract  point  of  view  it  is  immaterial 
whether  we  class  such  a  franchise  as  personalty  or  as  real 
estate.  It  is  both,  and  it  is  neither.  The  real  estate  of  a  cor- 
poration is  made  valuable  by  the  existence  of  the  franchise  in 
the  same  way  that  the  personalty  of  the  same  corporation  is 
made  valuable  by  the  existence  of  the  franchise.  The  fran- 
chise might  therefore  be  classed  either  as  real  or  as  personal 
property.  The  practical  reasons,  however,  why  the  law  de- 
clares such  a  franchise  to  be  real  estate  lie  on  the  surface. 
Under  the  New  York  system,  as  has  already  been  pointed  out, 
it  is  impossible  to  assess  the  franchise  as  personalty.  Further- 
more, even  if  it  were  assessed  as  personalty,  there  would  always 
be  a  deduction  for  bonded  indebtedness ;  and  heavily  bonded 
corporations  would  thus  escape  taxation.  In  the  case  of  real 
estate,  on  the  other  hand,  no  such  deduction  is  allowed.  It 
was  therefore  to  meet  the  special  complications  of  the  New 
York  statute  that  the  special  franchises  have  been  made  asses- 
sable as  real  estate.  Id  many  other  States  bonded  indebtedness 
is  not  deductible  from  personalty,  and  there  franchises  might 
as  well  be  declared  to  be  personal  property.  In  other  States, 
again,  mortgage  debts  are  deductible  from  the  value  of  the 
realty,  while  ordinary  debts  are  not  deductible  from  person- 
alty. In  such  cases  an  effective  levy  could  hardly  be  secured 
unless  the  franchise  were  classed  as  personal  property.    The 
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classification  of  special  franchises  as  real  estate,  it  must  be 
repeated,  is  a  peculiarity  referable  to  that  feature  in  the  New 
York  tax  system  which  permits  deduction  of  debt  from  per- 
sonalty but  not  from  realty. 

The  last  clause  in  the  section  of  the  law  quoted  above  needs 
a  slight  explanation.  It  was  inserted  to  meet  the  special  case 
of  the  gas  companies  or  electric  lighting  companies  which  have 
pipes  or  conduits  under  ground  and  whose  pipes  or  conduits 
are  now  already  taxed  as  real  estate.  As  pieces  of  old  clay  or 
metal,  these  pipes  or  conduits  are  of  very  little  Talue.  It  was 
feared  that  injustice  might  be  done  to  such  corporations  by 
adding  the  value  of  the  franchise  to  the  present  assessment  of 
the  pipes,  which  derive  their  taxable  value  largely  from  the 
existence  of  the  franchise.  It  was  therefore  deemed  wise  to 
provide  that  the  value  of  the  pipes  should  be  included  in  that 
of  the  franchise. 

Another  important  section  of  the  law  provides  for  deduc- 
tions. Many  corporations,  under  the  legislation  previously  in 
force,  are  already  paying  in  various  ways  considerable  sums  as 
franchise  taxes.  If  the  object  of  the  new  law  was  to  make  all 
corporations  assume  their  fair  share  of  the  public  burdens,  it 
became  necessary  at  the  very  outset  to  provide  for  the  avoid- 
ance of  double  taxation.  Some  of  the  corporations  in  question 
already  pay,  for  instance,  a  share  of  their  gross  earnings  to  the 
localities  in  which  they  happen  to  be  situated.  The  value  of 
a  franchise,  however,  must  depend  upon  the  present  and  pro- 
spective earning  capacity.  To  tax  both  the  franchise  and  the 
gross  earnings  would,  therefore,  clearly  constitute  double  taxa- 
tion. It  was  hence  provided  that,  when  a  corporation  ^^has 
already  paid  to  the  locality  any  percentage  of  gross  earnings 
or  any  other  income  or  any  license  fee  or  any  sum  of  money 
on  account  of  such  special  franchise,"  the  amount  so  paid  shall 
be  deducted  from  the  tax  on  the  special  franchise.  Certain 
charges,  however,  are  not  in  the  nature  of  taxes,  but  are  to  be 
included  under  what  are  technically  known  in  public  finance 
as  fees  or  special  assessments.  Under  this  head  would  prop- 
erly come  moneys  spent  for  paving  or  repairing  of  pavements. 
Such  charges  as  these  the  new  law  specifically  excepts  from 
the  deductions  permitted  from  the  franchise   tax,  just  as  in 
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the  case  of  private  individaals  an  exemption  from  taxation  is 
held  not  to  inclade  an  exemption  from  special  assessment. 

Among  the  most  important  features  of  the  law  is  the  pro- 
vision for  the  assessment  of  the  special  franchise  hy  a  State 
Board.  It  was  deemed  wise  to  place  the  assessment  in  the 
hands  of  the  State  Board  in  order  to  secure  greater  uniformity 
in  the  method  of  assessment.  There  is,  moreover,  manifestly 
far  less  probability  of  secret  arrangements  with  the  corpora- 
tions than  would  be  the  case  if  the  assessment  were  left  to  the 
local  assessors.  It  was  this  provision  of  the  law  which  en- 
countered the  chief  opposition  in  the  Assemblv.  The  Demo- 
cratic members,  representing  the  interests  of  Tammany  Hall, 
voted  almost  to  a  man  against  the  bill  for  this  reason.  Rather 
than  create  a  new  body  for  this  purpose,  the  whole  matter  has 
been  put  in  the  hands  of  the  present  State  Board  of  Tax  Com- 
missioners. The  duties  of  this  Board  have  hitherto  been 
simply  to  equalize  the  county  assessments  throughout  the 
State.  The  new  functions  devolving  upon  them  will  make  the 
Board  one  of  far  greater  importance. 

It  is  evident  that  the  success  or  failure  of  the  law  depends 
upon  the  action  of  the  State  Board.  It  was  considered  best 
not  to  provide  in  the  bill  for  hard  and  fast  rules  in  the  method 
of  assessment.  This  was  done  in  order  to  give  the  Board 
ample  opportunity  to  learn  by  experience  what  would  be  the 
most  practicable  and  the  most  equitable  plan  to  pursue. 
There  is  every  reason  to  hope  that  with  the  exercise  of  intelli- 
gence and  prudence  the  State  Board  will  be  able  not  only  to 
lay  down  uniform  rules  of  assessment,  but  also  to  place  upon 
the  special  franchise  in  any  particular  locality  a  value  which  is 
fairly  equivalent  to  that  put  upon  other  tangible  realty.  It 
must  be  remembered  that  real  estate  in  the  cities  of  New 
York  is  assessed  at  rates  all  the  way  from  fifty  to  seventy-five 
per  cent,  of  the  actual  selling  value.  It  is  obvious  that,  if  the 
special  franchises  of  the  corporations  involved  are  assessed  at 
their  full  value,  there  will  be  an  unreasonable  discrimination 
against  the  corporations.  The  suggestion  was  even  made  in 
the  preparation  of  the  bill  that  a  clause  be  inserted  providing 
that  the  franchises  in  question  should  not  be  assessed  at  a 
higher  rate  than  other  real  estate  in  the  locality.    It  was 
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dear,  however,  that  snch  a  provision  would  be  self-stultifica- 
tion. The  assessors  are  now  required  by  law  to  take  an  oath 
that  they  will  assess  all  real  estate  at  its  full  market 
value,  and  the  law  cannot  recognize  the  existence  of  a  prac- 
tice which  is  in  direct  violation  of  its  own  mandate. 

Regarded  as  a  whole,  the  new  law  may  be  said  to  mark  a 
distinct  advance  in  the  tax  system  of  New  York.  It  will 
make  those  wealthy  corporations  which  have  thus  far  escaped 
payment  of  adequate  and  just  taxes  pay  for  the  valuable  local 
franchises  which  they  possess.  The  assertion  that  the  law 
will  impose  a  burden  upon  the  poorer  and  less  powerful  cor- 
porations is  unfounded,  since,  to  the  extent  that  the  corpora- 
tions are  unsuccessful,  their  franchises  are  so  much  less  valuable 
and  taxable  accordingly.  The  change  is  to  be  commended  if 
for  no  other  reason  than  that  under  its  detailed  provisions  we 
shall  finally  know  what  the  corporations  are  actually  paying 
in  taxes.  The  revelation  will,  no  doubt,  surprise  both  the  up- 
holders and  the  opponents  of  the  law.  On  the  one  hand,  it 
will  be  discovered  that  many  corporations  pay  in  taxes  far 
more  than  the  general  public  suspects ;  and,  on  the  other  hand, 
it  will  be  interesting  to  learn  that  a  large  number  of  the  cor- 
porations are  paying  less  in  proportion  to  the  actual  value  of 
their  property  tiian  their  rivals.  The  object  of  the  present 
law  has  been  declared  by  its  framers  and  by  the  governor  to 
be  not  the  taxation  of  certain  corporations  more  than  others, 
or  of  corporate  property  in  general  more  than  other  property, 
but  the  taxation  of  every  one  and  of  all  property  alike.  The 
special  franchise  which  forms  the  subject  of  the  tax  increases 
the  earning  capacity  of  the  corporation,  and  renders  its  prop- 
erty valuable.  Considered  from  this  point  of  view,  the  new 
law  is  a  step  in  the  direction  of  equality  of  taxation, —  how 
great  a  step  must  depend  very  largely  upon  the  action  of  the 
State  Board  of  Tax  Commissioners. 

There  remains  one  final  word  of  comment.  In  the  consider- 
ation of  the  bill  in  committee  and  in  the  House  it  was  recog- 
nized that  the  whole  measure  is  in  a  certain  sense  a  clumsy 
one,  but  necessarily  so  because  of  the  existing  system  of  taxa- 
tion in  New  York.  More  and  more  the  legislators  are  awak- 
ing to  the  fact  that  the  present  scheme  of  the  general  property 
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tax  requires  amendment.  It  is  significant  eridenoe  of  the 
growing  appreciation  of  the  need  for  even  wider  changes  that 
a  legislative  committee  from  both  Houses  was  appointed,  to  sit 
during  the  recess  and  to  prepare  a  general  plan  of  reform; 
and  it  is  gratifying  to  note  that  in  this  committee  are  to  be 
found  some  of  the  ablest  members  of  the  legislature,  who  not 
only  were  the  foremost  in  the  passage  of  the  franchise  tax  law, 
but  are  also  thoroughly  aware  of  the  necessity  of  a  reconstruc- 
tion of  the  entire  system  of  taxation. 

Edwin  R.  A.  Seligmjln. 
Columbia  Uiovbbsitt. 
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MUNICIPAL    OWNERSHIP    OF    STREET    RAIL- 
WAYS IN  DETROIT. 

The  people  of  Detroit  are  persuaded  that  they  enjoy  the 
most  conyenient  system  of  overhead-trolley  railway  lines  to  be 
fonnd  in  this  country.  While  there  are  three  separate  com- 
panies, all  the  lines  are  owned  by  the  same  persons  and  are 
managed  substantially  as  one  property.  The  lines  in  the  main 
are  well  operated  and  well  equipped.  The  rate  of  fare  that 
prevails  generally  is  five  cents,  six  tickets  being  sold  for  a 
quarter.  On  some  of  the  newer  and  less-frequented  lines, 
however,  eight  tickets  are  sold  for  twenty-five  cents, —  a  con- 
cession obtained  by  a  new  company  that  secured  a  franchise 
after  a  prolonged  three-oent-fare  controversy.  When  the 
owners  of  the  old  franchises  secured  the  control  of  the  new 
corporation,  the  charter  rates  had  to  be  maintained.  During 
the  hours  from  5.80  to  7  a.m.  and  from  5.15  to  6.15  p.m. 
^^workingmen's  tickets"  are  sold  on  the  old  lines,  at  the  rate 
of  eight  for  a  quarter.  The  ownership  of  the  three  systems 
is  with  Mr.  R.  T.  Wilson,  of  New  York  City,  who  is  well 
known  as  an  investor  in  street  railways;  and  with  Hon. 
Tom  L.  Johnson,  formerly  a  member  of  Congress  from 
Pennsylvania,  an  advocate  of  the  Henry  George  single-tax 
theory,  a  street  railway  manager,  and  a  manufacturer  of  steel 
rails.    Mr.  Johnson  is  the  manager  of  the  properties. 

The  convenience  of  the  system  is  due  primarily  to  the 
manner  in  which  Judge  Woodward  in  1805  was  moved  to 
lay  out  the  new  city  after  the  total  destruction  by  fire  of  the 
century-old  French  town  of  Detroit.  Using  L'Enfant's  plan 
of  Washington  as  a  model,  Judge  Woodward  platted  broad 
avenues  radiating  from  a  common  centre  and  extending  to 
various  points  of  the  compass.  As  a  result,  all  the  main  lines 
pass  a  given  point;  and  by  combining  the  routes  on  two 
thoroughfares,  as,  for  example.  Grand  River  and  Jefferson 
Avenues,  a  passenger  living  in  the  extreme  north-western 
portion  of  the  city  can  be  conveyed  to  the  extreme  south- 
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eastern  section  without  change  of  cars.  Moreover,  by  track- 
age arrangements  with  suburban  railways,  the  cars  of  such 
companies  are  allowed  to  come  to  the  centre  of  the  city,  so 
that  passengers  can  board  oars  at  the  City  Hall  and  be  con-  i 
veyed  to  the  State  University  at  Ann  Arbor,  forty  miles  [ 
distant ;  or  to  the  great  soda-ash  plants,  twelve  miles  down 
the  river;  or  to  the  suburban  residences  at  Grosse  Pointe 
Farms,  on  Lake  St.  Glair;  or  to  the  mineral  baths  at  Mt. 
Clemens,  twenty  miles  away;  or  to  the  beautiful  city  of 
Pontiac,  the  seat  of  the  State  insane  asylum,  twenty-six  miles 
from  Detroit.  Great  passenger  coaches,  with  mail,  baggage, 
and  light-freight  facilities,  rush  through  the  streets  with  Uie 
speed  of  an  express  train ;  and  the  private  car,  with  dining 
conveniences,  marks  the  limit  of  convenience  and  pleasure. 
Such,  in  brief,  is  the  Detroit  street  railway  system. 

As  compensation  for  the  privileges  enjoyed  under  a  thirty- 
year  charter,  the  roads  pay  a  tax  of  2  per  cent,  of  gross  eam- 
\  ings.    The  real  estate  is  taxed,  as  is  other  s^oh  property.*    The 
/Concession  of  ^^  workingmen's  tickets  "  is  also  estimated  as  part 
>  compensation  to  the  city. 

On  March  24,  1899,  Governor  Pingree  approved  an  act  ere* 
ating  the  Detroit  Street  Railway  Commission  of  three  mem- 
bers, to  be  appointed  by  the  common  council  of  Detroit ;  and 
to  this  commission  power  was  given,  in  their  discretion,  to  buy 
or  lease  from  the  various  companies  any  of  the  street  railways 
lying  wholly  within,  or  partly  within  and  partly  without,  the 
city,  and,  when  so  acquired,  to  maintain  and  operate  them  for 
the  caniage  of  passengers  and  freight  for  hire.  The  act  pro- 
vides that  the  purchase  price  is  to  be  paid  in  4  per  cent,  bonds, 
which  shall  be  a  lien  upon  the  property ;  and  authority  is  given 
to  provide  from  the  revenues  of  the  roads  a  sinking  fund  for 
the  payment  of  the  bonds.  But  <Hhe  commission  shall  have 
no  power  to  incur  any  obligation  on  behalf  of  said  city,  ^cept 
such  as  shall  be  chargeable  only  upon  the  railways  and  prop- 
erty so  acquired  and  the  earnings  and  increments  and  exten- 

*  This  tax  ylelda  about  920,000  per  annnm.  The  DIstrlot  of  Colombia,  contain- 
ing about  the  same  population  as  Detroit,  reoeiyes  4  per  cent,  of  groee  earning!, 
or  about  $73,000  a  year.  The  rates  of  fare  are  the  same,  but  there  are  no  working- 
men's  tickets  in  the  District  of  Ck>lumbia.  The  price  of  the  Detroit  propertlee  is 
fixed  at  «17,MO,000  in  bonds,  of  which  amofont  170,000  in  bonds  is  to  be  retained  aa 
operating  capital. 
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flions  thereof.'^  In  short,  the  act  creates  a  commission  to  own, 
operate,  and  construct  street  railways;  and,  so  long  as  a 
portion  of  any  line  shall  be  located  within  the  city  of  Detroit, 
the  road  may  extend  to  Chicago  or  to  the  Straits  of  Mackinac. 

It  is  beyond  dispute  that  this  legislation,  at  once  so  exten- 
sive in  its  grant  of  power  and  so  novel  in  its  provisions,  was 
secured  at  the  instance  of  the  owners  of  the  railways  of 
Detroit,  represented  by  Mr.  Tom  L.  Johnson,  and  that  the 
measure  had  the  active  support  of  Grovernor  Pingree,  who  has 
since  become  the  head  of  the  commission.  The  legislative 
history  of  the  bill  is  comprised  within  one  week,  and  it  did 
not  have  the  official  support  of  the  Detroit  representatives  in 
the  legislature  nor  of  the  mayor  of  the  city.  Its  passage  was 
/  both  hasty  and  unexpected.  At  the  same  time  it  can  be  said 
that  probably  a  large  majority  of  the  people  of  Detroit  were 
in  favor  of  the  ownership  of  the  street  railways  by  the  munici- 
pality, while  the  representative  business  and  professional  men 
were  opposed  to  such  ownership. 

In  arriving  at  the  price  to  be  paid  for  the  property,  Mr. 
Johnson  held  that,  besides  the  actual  cash  valuation  of  the 
lines,  equipment,  and  real  estate,  he  should  be  compensated 
for  the  value  of  the  franchises,  which  value  was  to  be  based 
on  the  estimated  profits  that  would  accrue  during  the  lifetime 
of  the  respective  grants.  He  also  stipulated  that  the  bonds 
issued  in  payment  should  be  secured  by  a  mortgage  covering 
not  alone  the  property,  but  also  a  new  franchise,  running 
thirty  years  from  the  date  of  the  purchase,  if  the  bonds 
shall  be  paid  at  maturity,  or  forty-eight  years  in  case  of 
default  and  foreclosure.  In  short,  he  agreed  to  sell  the  roads 
to  the  city  on  such  terms  that,  if  municipal  ownership  should 
prove  a  failure,  he  would  recover  the  roads  and  obtain  an 
extension  of  his  franchise.  Moreover,  he  insisted  that  the 
new  franchise  should  provide  for  the  present  rates  of  fare  and 
taxation,  so  that  he  would  not  be  bound  to  the  three-cent 
fare  in  case  the  commission  should  fix  that  rate  and  should 
fail  to  make  the  roads  pay. 

Without  stopping  to  discuss  what  mixture  of  philanthropy 
there  may  be  in  Mr.  Johnson's  motives, —  although  this  sub- 
ject has  attracted  much  notice,  especially  in  connection  with 
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his  assertion  that  in  the  future  people  are  to  ride  free, —  it  is 
to  be  discovered  what  economic  reasons  made  such  a  sale  seem 
so  desirable  to  him  that  he  was  willing  to  ta^e  the  steps  neces- 
sary to  obtain  the  required  legislation.  It  is  difficult  for  one 
to  predict  what  may  be  all  the  motives,  or  even  what  the 
main  motives,  that  actuate  a  street  railway  owner  and  man- 
ager in  desiring  to  dispose  of  one  of  his  properties ;  but  some 
things  appear  on  the  surface. 

In  the  first  place,  the  prevailing  sentiment  in  Detroit  is  now 
(as  it  has  been  ever  since  street  railways  were  begun  there  in 
1864)  that  the  railway  companies  are  not  paying  to  the  cit^ 
a  sufficient  return  for  the  privileges  they  enjoy ;  and  it  is  well- 
nigh  certain  that,  in  the  present  state  of  feeling,  no  new  fran- 
chise could  be  obtained  by  a  private  corporation  on  any  fair 
terms.  The  city  ownership  of  the  tracks,  and  the  leasing  of 
them  for  a  term  of  years  to  the  highest  bidder,  is  probably  the 
utmost  that  could  be  hoped  for.  Mr.  Johnson  naturally  wishes 
to  dispose  of  bonds  to  cover  the  price  he  paid  for  the  property ; 
and  this  he  cannot  do  to  advantage  with  franchises  the  most 
important  of  which  have  but  ten  years  to  run,  and  in  view  of 
the  virtual  certainty  that  no  renewal  will  be  granted.  Henoe 
he  is  anxious  to  sell  at  his  own  price  or  something  near  it 

Incidentally,  he  may  apprehend  that  within  a  few  years  the 
overhead  trolley  will  become  impossible  in  a  city  as  compactly 
built  as  Detroit,  and  that  the  lines  will  have  to  be  rebuilt  to 
accommodate  the  underground  system,  the  first  cost  of  which 
is  expensive,  but  the  operation  of  which  is  comparatively 
cheap.  The  electrical  equipment  at  Detroit  is  now  at  its  best; 
but  deterioration  is  rapid,  and  expensive  improvements  from 
time  to  time  will  become  imperative. 

Should  he  sell  at  this  time,  he  will  get  all  the  profits  of  the 
years  that  his  franchises  run,  and  will  be  subject  to  none  of 
the  vicissitudes  that  such  quasi-municipal  property  meets  with. 
Moreover,  should  municipal  ownership  fail,  he  can  then  take 
back  the  property  with  a  new  and  extended  franchise  which 
he  could  have  obtained  in  no  other  manner. 

There  is  no  disposition  to  attribute  to  Mr.  Johnson  any  per- 
sonal motives.  He  has  a  property  to  sell.  There  is  a  senti- 
ment in  Detroit  in  favor  of  municipal  ownership.    He  proposes 
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to  take  advantage  of  this  sentiment  to  sell  at  a  time  when  the 
market  is  good. 

No  sooner  had  the  act  been  approved,  however,  than  a  com- 
mittee of  Detroit  citizens  employed  counsel  to  test  the  validity 
of  the  new  law.  The  case  was  brought  in  the  Supreme  Coart 
of  the  State  of  Michigan  by  the  attorney-general,  on  the  rela- 
tion of  George  H.  Barbour  and  eight  other  citizens,  against 
Hazen  S.  Pingree,  Elliott  6.  Stevenson,  and  Carl  £.  Schmidt, 
the  commissioners  appointed  by  the  common  council  under 
the  act.  It  was  argued  for  the  relators  that  the  act  contra- 
venes the  provision  in  the  constitution  of  the  State  which  de- 
clares that  the  State  shall  not  be  a  party  to,  or  interested  in« 
any  work  of  internal  improvement,  nor  engaged  in  carrying 
on  any  such  work,  except  in  the  expenditure  of  grants  to  the- 
State  of  land  or  other  property. 

«  This  provision  was  inserted  in  the  constitution  of  1850  after 
a  sad  experience  on  the  part  of  Michigan  in  relation  to  inter- 
nal improvements, —  notably,  a  canal  from  Mount  Clemens  to 
the  mouth  of  the  Kalamazoo  River  and  the  Michigan  Central 
and  the  Michigan  Southern  Railways.  In  1846  the  railways, 
so  far  as  constructed,  were  sold  by  the  State  to  corporations 
chartered  for  the  purpose  of  purchasing,  at  a  sum  much  below 
what  had  been  their  cost;  and  the  people  provided  against 
any  repetition  of  State  participation  in  such  enterprises. 

The  Supreme  Court  has  construed  this  provision  to  prevent 
the  improvement  of  navigation  of  the  Muskegon  River  {Ryer^ 
9<m  V.  Vtkyy  16  Mich.  269),  and  has  held  that  ""what  the 
State,  as  a  political  community,  cannot  do,  it  cannot  require 
the  inferior  municipalities  to  do "  {People  v.  Salem^  20  Mich. 
487).  It  was  pointed  out  by  the  court  that  the  competency  of 
the  State  legislature  to  authorize  a  city  to  acquire  and  main- 
tain a  public  park,  a  lighting-plant,  a  fire  department,  and  the 
like,  is  not  inconsistent  with  the  views  expressed,  because  such 
objects  are  a  proper  exercise  of  the  municipal  police.  Inci- 
dentally to  public  lighting,  also,  a  city  may  furnish  light  to 
citizens.  Under  the  constitution  of  Massachusetts,  which  is 
unlike  that  of  Michigan,  it  has  been  held  to  be  competent  for 
the  legislature  to  authorize  a  city  to  furnish  light  to  its  citi- 
zens; yet  two  years  later  the  same  court  held  that  it  was  not 
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competent  to  aathorize  a  city  to  buy  wood  and  fuel  to  sell  to 
the  inhabitants,  because  the  carrying  on  of  such  a  business 
cannot  be  regarded  as  a  public  service  for  which  taxes  may 
be  levied.  The  decision  of  the  court  has  not  yet  (June  10) 
been  rendered.  It  is  generally  believed  that  the  court  will 
decide  the  law  to  be  unconstitutional,  and  steps  are  being 
taken  to  accomplish  the  same  object  in  a  way  not  repugnant 
to  the  constitution. 

The  reasons  why  no  extension  of  the  charters  of  the  Detroit 
railways  can  reasonably  be  expected  are  now  to  be  examined. 
In  November,  1862,  the  city  council  by  ordinance  provided 
for  the  use  of  certain  streets  for  street  railway  purposes.  The 
returns  to  the  city  were  in  the  shape  of  license  taxes  on  cars, 
and  of  course  soon  became  inadequate.  In  1879,  or  thirteen 
years  before  the  expiration  of  the  charter,  a  new  agreement 
was  made,  whereby  certain  concessions  were  agreed  to  by  both 
sides.  The  city  granted  an  extension  of  the  original  charter 
for  thirty  years  from  that  date,  or  seventeen  years  beyond  the 
life  of  tiie  original  charter;  and  the  roads  agreed  to  an  in- 
crease in  taxation,  and  further  agreed  to  sell  eight  tickets  for 
a  quarter  during  "  workingmen's  hours.'*  From  the  very  date 
of  the  new  ordinance  the  terms  were  objected  to  as  being  not 
as  advantageous  as  the  city  had  a  right  to  expect.  In  1890 
Mr.  Pingree,  having  been  elected  mayor  of  Detroit,  immedi- 
ately took  a  stand  in  favor  of  greater  compensation  to  the 
city.  At  that  time  the  roads  were  still  operated  by  horse- 
power. So  strong  was  the  feeling  against  the  management  of 
the  lines  that  a  riot  ensued,  in  which  men  of  prominence  and 
influence  in  the  community  were  active  participants.  Under 
the  stress  of  popular  feeling  the  roads  were  sold  twice. 

It  having  been  discovered  that  the  life  of  the  corporation  to 
which  the  original  grant  was  made  was  limited  to  thirty  years, 
while  the  city  franchise  as  extended  would  run  for  forty-three 
years,  a  suit  was  brought  by  the  city  to  uphold  the  contention 
that  the  franchise  expired  with  the  life  of  the  original  corpo- 
ration. The  case  was  transferred  to  the  United  States  courts, 
and  in  the  Circuit  Court  was  decided  in  favor  of  the  city.  In 
the  Court  of  Appeals,  however,  that  decision  was  reversed. 
Judge  Lurton,  delivering  the  opinion,  held  that  '^  a  street  rail- 
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way  company  is  not  incapable  of  taking  a  grant  of  a  right  to  | 
use  streets  of  a  dty  for  its  railway  for  a  term  ertending  be-  1 
yond  its  own  corporate  franchise,  the  interest  granted  being 
assignable."  (64  Federal  Reporter,  628).    In  this  decision  the 
people  acquiesced,  with  the  idea  that,  when  the  time  came  for. 
obtaining  control  over  the  streets,  they  would  seek  more  ade- 
quate compensation  for  the  privileges  granted. 

The  question  as  to  what  is  adequate  compensation  is  one  on 
which  the  people  and  the  corporation  naturally  may  be  ex- 
pected to  differ;  nor  is  any  charter  granted  to  a  private  cor- 
poration by  a  common  council  likely  to  be  received  with  favor, 
because  of  the  strong  sentiment  that  has  been  aroused,  particu- 
larly in  Detroit^  in  favor  of  municipal  ownership  and  lower 
fares.  The  question,  therefore,  is  simply  whether  the  city 
shall  (and  can)  take  fiction  now,  or  whether  the  municipality 
will  elect  to  await  the  expiration  of  the  main  franchises  already 
granted. 

The  present  proposition  (anticipating  an  adverse  decision 
of  the  court)  is  that  the  commission,  acting  as  a  private  cor- 
poration, shall  purchase  the  roads,  and  obtain  a  new  consoli- 
dated security  franchise  substantially  on  the  same  terms  as 
proposed  for  the  municipal  commission,  the  new  corporation 
to  hold  the  property  in  trust  for  the  city  until  such  time  as 
constitutional  authority  for  municipal  ownership  can  be  ob- 
tained, either  by  amending  the  constitution  or  in  some  other 
manner.  The  question  naturally  arises  as  to  how  far  such 
action  would  differ  from  an  extension  of  the  present  franchises 
to  their  present  owners.  The  only  new  point  in  the  contro- 
versy, in  its  present  form,  is  whether  the  trial  of  three-cent 
fares  by  an  inexperienced  management  is  a  sufficient  compen- 
sation for  granting  the  extension  of  a  charter  for  nearly  half 
a  century. 

Chasuss  Moorb. 
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Thb  oaiuie  of  edacation  gains  by  the  election  of  President 
Arthur  T.  Hadley  of  Yale  Umyersity,  and  we  tmst  the  cause 
of  economic  science  will  not  lose  too  heavily.  The  new 
honors  and  responsibilities  have  been  worthily  won  by  Presi- 
dent Hadley,  whose  career  as  an  administrator,  it  may  be  pre- 
dicted, will  be  no  less  brilliant  than  it  has  been  as  a  teacher 
and  writer.  Economic  students  meanwhile  will  hope  that  his 
pen  may  remain  at  their  service  in  the  future  as  in  the  past. 

At  the  Commencement  ceremonies  of  this  year  Harvard 
University  tendered  her  congratulations  alike  to  President 
Hadley  and  to  the  ancient  seat  of  learning  he  has  been  chosen 
to  represent,  by  conferring  on  him  the  honorary  degree  of 
Doctor  of  Laws. 


Thb  organization  of  the  central  administrative  force  of  the 
Twelfth  Census  has  been  completed  by  the  appointment,  as 
one  of  the  five  *^  chief  statisticians,"  of  Mr.  S.  N.  D.  North,  who 
will  have  charge  of  the  statistics  of  manufactures.  The  other 
appointments  to  the  leading  parts  were  noted  in  the  last  issue 
of  this  Journal*  Mr.  North's  qualifications  for  the  work  in- 
trusted to  him  are  of  the  highest,  and  make  it  certain  that  this 
part  of  the  census  work,  like  the  rest,  will  be  ably  directed. 

The  United  States  Industrial  Commission,  whose  organiza- 
tion has  also  been  described  in  these  oolunms,t  has  made  sev- 
eral commendable  appointments  of  specialists  to  aid  in  its 
investigations.  Professor  J.  W.  Jenks,  of  Cornell  University, 
is  '^expert  agent"  on  trusts  and  industrial  combinations;  Pro- 
fessor E.  R.  Johnston,  of  the  University  of  Pennsylvania,  has 
the  same  appointment  on  transportation ;  and  Mr.  F.  J.  Stim- 
son,  of  Boston,  is  special  counsel  to  aid  in  the  preparation  of 
a  report  on  labor  legislation. 

•See  p.  86  of  tlie  current  Tolame. 

t  See  tlie  artlole  by  Mr.  CarroU  D.  Wrig^ht,  p.  23t  of  the  onrrent  Tolame.  A 
more  detaUed  acoomnt  Ib  gjLren  in  the  North  American  JZtfvtetr  for  Jnne,  by  Mr. 
Korth,  who  Is  a  member  of  the  Industrial  Commitsion. 
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In  May  of  the  ourrent  year  a  notable  conference  was  held 
in  Berlin  for  the  renewal  and  support  of  the  movement  to 
promote  international  concert  with  regard  to  labor  legislation. 
Among  those  in  attendance  were  legislators,  business  men, 
and  scholars;  and  a  committee  of  twenty  was  appointed  to 
maintain  and  enlarge  the  organization,  with  authority  to  take 
part  in  an  international  conference  and  to  form  a  national 
section  for  Germany. 

It  will  be  recalled  that  this  subject  was  discussed  at  the 
Berlin  Conference  of  1890  and  at  the  congresses  at  ZtUrich 
in  August,  1897,  and  in  Brussels  in  October,  1897.  At  the 
last-named  gathering,  at  Brussels,  a  committee  was  appointed 
to  draft  articles  for  an  international  organization;  and  the 
completion  of  this  draft  has  now  led  to  the  Berlin  movement. 
Among  those  who  took  part  may  be  mentioned  Professors 
Brentano,  Schmoller,  and  Wagner.  The  Socialist  party  in 
the  Reichstag,  oddly  enough,  refused  to  take  part  in  the  move- 
ment,—  at  first,  on  the  ground  of  some  informality  in  the  invi- 
tation extended  to  them;  but,  finally,  after  repeated  invita- 
tion, with  simply  a  flat  refusal. 


Thjb  ^'franchise"  tax  act  in  New  York,  of  which  an  ac- 
count appears  in  another  column  from  the  competent  hands  of 
Professor  Seligman,  is  but  one  of  several  tax  measures  of  im- 
portance which  have  been  under  discussion  in  different  States. 
This  one  alone  reached  the  stage  of  enactment,  showing  once 
more  how  all-important  is  the  element  of  courageous  leader- 
ship in  securing  legislative  action.  In  Michigan,  a  bill  for 
taxing  railway  companies  on  the  whole  ** value"  of  their 
property,  on  a  plan  analogous  to  that  used  in  other  States  of 
the  Middle  West,  was  strongly  urged ;  but  an  act  previously 
passed  in  the  same  session  for  taxing  express  companies  in 
the  same  manner  was  held  unconstitutional  by  the  Supreme 
Court  of  the  State,  and  the  railway  bUl  was  then  withdrawn. 
A  plan  for  an  income  tax,  to  be  assessed  by  declaration  of  the 
tax-payers,  was  also  under  discussion ;  and,  finally,  a  proposal 
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for  a  Ux  commisBioD  to  investigate  and  report.  Nothing 
came  of  all  this;  and  yet  it  is  clear  that  sooner  or  later  — 
and  probably  sooner  rather  than  later — noteworthy  changes 
will  be  made  in  Michigan.  In  Massachusetts  the  movement 
for  a  general  succession  tax  is  gaining  strength.  A  bill  for  a 
graduated  tax  ranging  from  1  per  cent,  on  estates  under 
$50,000  to  8  per  cent,  on  estates  over  $5,000,000  was  passed 
by  the  Massachusetts  House ;  and,  when  this  was  rejected  by 
the  Senate,  another  bill  for  a  level  tax  of  5  per  cent,  was 
passed  by  the  House,  but  also  failed  in  the  Senate  by  a  nar- 
row vote.  Here,  too,  it  is  only  a  question  of  time  when  this 
addition  to  the  tax  system  of  Massachusetts  will  come ;  while 
it  must  remain  a  question  whether  the  change  will  be  accom- 
panied by  other  needed  readjustments  in  the  tax  system. 


In  the  JahrbUcher  far  National-cekonomie  (No.  5  of  the 
current  volume)  Professor  J.  Conrad  brings  down  to  the  pres- 
ent time  the  index  numbers  for  prices  in  Hamburg  which  have 
been  published  from  time  to  time  in  that  journal ;  and  in  the 
Journal  of  the  Royal  StaHatical  Society  for  March  Mr.  A. 
Sauerbeck  brings  to  date  his  much-used  index  numbers  for 
English  prices.  Some  of  the  salient  results  of  these  inquiries 
are  here  noted  for  convenience  of  reference  and  comparison. 

The  simplest  and  most  easily  comparable  figures  are  the 
general  index  numbers  showing  the  arithmetical  means  of  the 
prices  of  the  several  years.  Mr.  Sauerbeck's  figures  represent 
an  average  for  45  commodities  in  London ;  Professor  Conrad's, 
for  168  commodities  in  Hamburg.  For  the  former  the  average 
for  the  decade  1867-77  is  taken  as  the  base  (—  100) :  for  the 
latter  the  average  for  1871-80  is  taken  as  the  base  (—  100). 
Professor  Conrad's  figures  are  given  year  by  year  only  for  the 
most  recent  period.  These  divergences  in  the  basis  and 
method  of  presentation  of  the  results  need  to  be  borne  in  mind. 
The  figures  are :  — 
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SaiMfftM*.  Qmrad. 

46eommodUim,  163  c9mmodUie$. 

J8$7'77  - 100.  1971-80  - 100. 

1870 88 

1880 88 

1881 86 

1882 84 

1883 82  1881-86 87.8 

1884 76 

1886 72 

1886 60 

1887 68 

1888 70  1886^00 88.8 

1880 72 

1800 72 

1801 72  1801-06 82.0 

1802 68 

1808 68  1808 88.0 

1804 68  1804 7&d 

1806 62  1806 784 

1806 61  1806 74.8 

1807 62  1807 77.2 

1808 64 


The  trend  of  the  fig^nres  is  the  same  in  both  cases;  and  for 
reoent  years  they  indicate  that,  while  a  slight  rise  of  prices 
took  place  in  1897  and  1898,  the  range  is  still  below  that  for 
1898.  Substantially  the  same  results  are  derived  from  the 
price  quotations  collected  in  Germany  by  the  Imperial  Bureau 
of  Statistics,  which,  like  Mr.  Sauerbeck's,  are  continued  to  the 
year  1898.  In  these,  with  the  whole  period  1879-98  as  a  basis 
(-■  100),  the  index  numbers  are :  ^ 

1880-03 00.0 

1804-08 88.4 

1806 81.8 

1807 82.6 

1808 84.0 

Professor  Conrad  gives  still  a  different  set  of  figures,  repre- 
senting the  weighted  mean  for  22  articles,  the  articles  being 


Digitized  by  VjOOQIC 


464  QUABTEBLT  JOURNAL  OF  ECONOMICS 

weighted  according  to  the  quantities  consomed  in  Germany. 
The  index  numbers  so  obtained  are :  — 

2972-80^100. 

1881-86 81^ 

1886-«) 67.9 

1891-06 68.7 

1898 65.6 

1894 68.7 

1896 67JS 

1896 67.1 

1897 60.1 

This  weighted  mean  would  indicate  a  fall  in  prices  far 
greater  than  that  deduced  from  the  simple  average  of  the  143 
Hamburg  commodities.  But  as  only  22  articles  were  used  in 
making  up  the  weighted  average,  the  discrepancy  is  not  neces- 
sarily significant  of  a  divergence  in  the  outcome  of  the  two 
methods;  and  the  much  larger  number  of  conmiodities  used 
for  the  simple  mean  makes  the  figure  so  obtained  the  safer  one. 

For  47  Hamburg  articles  prices  are  on  record  for  the  period 
1840-1897  which  are  strictly  comparable ;  that  is,  of  commodi- 
ties whose  quality  has  remained  the  same.  Virtually,  all  of 
these  show  in  1897  prices  lower  than  their  average  for  the 
earlier  half  of  the  period ;  ».«.,  for  the  years  1847-70.  Only 
four  show  higher  prices ;  namely,  cofi!ee,  cocoa,  herrings,  and 
linen  yam.  As  compared  with  the  years  immediately  preced- 
ing, the  year  1897  shows  no  changes  of  much  significance. 
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Deutschuind.  Ergebnisse  der  auf 
Veranl.  v.  Handelskammem  .  . . 
asgestellten  Erhebimgen.  Berlin: 
Siemenroth  A  Troschel.  8vo. 
pp.  272.    5  m. 

KusTBBMAKN  (R.).     Das  Muhleu- 

gswerbe  im  rechtsrheinischen 
ayem.  [In  Mtinchener  Volksw. 
Studlen.]  Stuttgart:  Cotta.  8yo. 
pp.  84.  2  m. 
MoBBNA  fAbele,  ed.).  Scritti  di 
Pubblica  Economia  degli  Accadem- 
ici  Georgoflli  concementl  i  dazi 
Protetton  delP   Agricoltura,  con 


un  Discorso  Storico  ed  Economico. 
[Tuscan  writers  and  economic  his- 
tory, 1753-1860.]  Arezzo:  U.  Bal- 
lotti.    2yols.    8vo.    151. 

Keymabck  (Alfred).  Tursot  et  ses 
Doctrines.  Paris:  Gmllaumin. 
8vo.    2  vols.    15  fr. 

Robins Au  (M.  L.).  Turgot.  Ad- 
ministration et  (Euvres  £cono- 
miques.  [Petite  Biblioth^que 
Economique.]  Paris:  Guillaumin. 
32mo.    2.50  fr. 

Tbobltsoh  (W.,  Prof.).  Ueber 
die  neuesten  Veranderungen  im 
deutschen  Wlrthschaftsleben. 
Vortragscyklus.  Stuttgart:  W. 
Kohlhunmer.  8vo.  pp.  160. 
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aration.] Leipzig:  Duncker  & 
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In  Periodicals. 

DuBois  (W.  E.  B.).  The  Negro 
in  the  Black  Belt:  Some  Social 
Sketches.  Bulletin  Dept  of 
Labor,  May. 

Lbvassbub  (E.).  L' Organisation 
des  Metiers  dans  I'Empire  Romain. 
Rev.  Int.  de  SocioL,  April. 

Paittaleomi  (M.).  L*  Origine  del 
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Econ.,  May. 
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present  time].  In  Studies  of  the 
London  School  of  PoUt.  Scl. 
London:  Longmans,  Green  &  Co. 
Cr.  8Ya    pp.  90,  charts. 

In  Periodicals, 

BowLST  (A.  L.).  Statistics  of 
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tersburg). Les  Paysans  et  la  Ques- 
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^cle.  Traduit  par  Mile.  C.  W. 
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Vital  Statistics.  Third  revised 
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Tttgajt-Basanowski  (M.).  Die 
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Felber.    8vo.    pp.  607.    9  m. 
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Bbbssfobd  (Lord  Charles).  The 
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DxNZfis  (James  S.,  D.D.).  Chris- 
tian Missions  and  Social  Progress: 
A  Sociological  Study  of  Foreign 
Missions.      New  York:    Fleming 


H.  Revell  Co.  Vol.  H.  [Vol.  L 
appeared  in  1897;  Vol.  UI.  an- 
nounced for  1900.]  8vo.  pp.  611. 
$2.60. 

JoBDAJT  (D.  S.).  Imperial  Democ- 
racy. New  York:  D.  Appleton 
&  Co.    12mo.    $1.60. 

Mayeb  (Bruno,  Dr. ).  Die  Eff ekten- 
borsen  und  ihre  Geschafte.  Vi- 
enna: A.  Holder.  8vo.  pp.  222. 
4.60  m. 

Sites  (C.  M.  L.).  Centralized  Ad- 
ministration of  Liquor  Laws  in  the 
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Columbia  University  Studies.] 
New  York:  Macmillan  Co.  8vo. 
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a  Profit?    Econ.  Jonm.,  March.  Commission  rdescribiDg  its  opera- 

Embby  (H.  C.)'      Futures   in  the  tions].    North  Amer.  Rev.,  June. 

Grain    Market.       Econ.    Joum.,  Pattebson  (W.  R).    Pawnbroking 

March.  in  England  and   in   the   United 

GiABD  (E.  de).     Les  Associations  States.    Bulletin  of  Dept.  of  Labor, 

Professionnelles  de  PAyenir.    Le-  March. 

Qons  h  tirer  de  I'Histoire.    Key.  Roussibbs  (P.  de).     La  Situation 

d'£con.  Pol.,  March.  Economique     des    Manufactures 
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SERIAL  PUBLICATIONS 
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HARVARD    UNIVERSITY. 


Harvard  Oriental  Series.  Under  the  direction  of  the  Department  of  Indo- 
Iranian  Languages.  Vols.  I.-III.  have  been  issued.  For  information  address 
Publication  Agent,  Harvard  University,  Cambridge,  Mass. 

Harvard  Studies  In  Classical  Philology.  Edited  by  a  committee  of  the  In- 
structors in  Classics.  One  volume  issued  yearly.  Vols.  I.-IX.  have  been 
issued.     Price,  per  vol.,  ^1.50.     Published  through  Messrs.  Ginn  <&•  Co,^  Boston. 

Studies  and  Notes  in  Philology  and  Literature.  Under  the  direction  of  the 
Modem  Language  Departments.  Vol.  I.,  ^i.oo.  Vol.  IL,  $1.50.  Vol.  III., 
I4.00.  Vol.  IV.,  $1.50.  Vol.  V.  in  press.  Published  through  Messrs,  Ginn  6* 
Co,y  Boston, 

Harvard  Historical  Studies.  Under  the  direction  of  the  Department  of  History 
and  Government.  Vols.  I.-VII.  have  been  issued ;  Vol.  VIII.  in  press.  Pub- 
lished through  Messrs,  Longmans^  Green  <&•  Co.^  Ne70  York. 

The  Quarterly  Journal  of  Economics.  Under  the  direction  of  the  Department 
of  Political  Economy.  Vols.  I.-XIII.have  been  publbhed.  Subscription,  ^3.00 
a  year.     Published  through  George  If.  Ellis^  Boston. 

Publications  of  the  Astronomical  Observatory.  Thirty-seven  volumes  of 
Annals  have  been  issued ;  Silver  Prints  of  photographs ;  Lantern  Slides. 

For  information  address  Publication  Agent,  Harvard  University,  Cambri,dge 
Mass. 

Publications  of  the  Museum  of  Comparative  Zoology.  Bulletins,  Vols. 
I.-XXX.;  Memoirs,  Vols.  I.-XXII.,— have  been  published.  For  price  list 
apply  to  the  Director  of  the  Museum  of  Comparative  Zoology,  Cambridge 
Mass. 

Contributions  from  the  Zoological  Laboratory  of  the  Museum  of  Com- 
fMirative  Zo61ogy  are  published  in  part  in  the  Bulletin  of  the  Museum,  in  part 
elsewhere.  For  information  apply  to  Professor  £.  L.  Mark,  Museum  of  Com- 
parative Zoology,  Cambridge,  Mass. 

Publications  of  the  Peabody  fluseum  of  American  Arciueology  and 
Ethnology.  Arclueological  and  Ethnological  Papers,  five  numbers; 
riemoirs,  one  number,  issued.  For  price  list  address  Peabody  Museum, 
Cambridge,  Mass. 
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NEW  SERIES. 

No.  X.    The  Cotton  Industry :  An  Essay  in  American  Economic  History.    By 

M.  B.  Hammond,  Ph.D.    Price  ^1.50;  clothe  $2.00. 
Ko.  a.    Report  of  the  Committee  on  the  Scope  and  Method  of  the  Federal 
Census.    (Essays  by  Statistical  Experts.)    Price  $2.00;  in  clotky  ^2.50. 


ECONOMiC   STUDIES. 

[issued  bi-monthly.] 

VOLUME  III. 
Handbook  and  Report  of  the  Tenth  Annual  Meeting.    Price  50  cents. 
No.  X.    Government  by  Injunction.    By  William  H.  Dunbar,  A.M.,  LL.B.    Price 

^  cents. 
No.  a.    Economic  Aspects  of  Railroad  Receiverships.    By  H.  H.  Swain,  Ph.D. 

Price  50  een/s. 
No.  3.    The  Ohio  Tax  Inquisitor  Law.    By  T.  N.  Carver,  Ph.D.    Price  50  cents. 
No.  4.    The  American  Federation  of    Labor.     By    Morton  A.  Aldrick,   Ph.D. 

Price  50  cenis. 
No.  5.    The  Housing  of  the  Working  People  in  Yonkers.    By  Ernest  L.  Bogart, 

Ph.D.    Price  50  cents. 
No.  6.    The  State  Purchase  of  Railways  in  Switxerland.    By  Horace  Michkli- 

Translated  by  John  Cummings,  Ph.D.    Price  50  cents, 

VOLUME  IV. 

No.  z.  Address  on  Economics  and  Politics.  By  A.  T.  Hadley.^ Report  of  the 
Committee  on  Currency  Reform.— Report  of  the  Committee  on  the  Twelfth 
Census.    Price  50  cents. 

No.  a.  Personal  Competition :  Its  Place  in  the  Social  Order,  with  Some  Con- 
siderations on  Success.    By  C.  H.  Cooley,   Ph.D.    Price  50  cents. 

No.  3.  The  Teaching  of  Economics  in  Schools.  By  F.  R.  Clow,  Ph.D.  Price 
50  cents. 

Price  of  each  of  the  first  ten  volumes  of  Monographs^  unboundj  $4,00,  Bound 
in  clothy  $S'00  for  a  single  volume^  $4.00  for  each  additional  volume.  The  set 
of  ten  bound  volumes^  $41.00,  sent  prepaid.  Price  of  volume  eleven  unbound, 
$2,oOj-  bound  in  cloth,  $2,jo.  Price  of  each  volume  of  Studies,  unbound,  %2.so; 
bound  in  cloth,  $3,00.  Any  bound  volume  will  be  sent  postpaid  to  members  for 
75  cents  in  addition  to  the  unbound  numbers,  if  returned  prepaid  in  good 
condition.  Copies  are  also  offered  in  half  morocco,  at  so  cents  per  volume 
additional  to  the  price  in  cloth. 

Separate  subscriptions  by  non^members,  libraries,  etc.,  for  the  Studies,  $2,^0 
per  year,  or  $4,00  for  all  the  publications.  Any  single  Monograph  may  be 
obtained  at  the  price  given  in  the  list. 

One-sixth  Discount  to  Members  and  Subscribers  on  all  Orders, 


Address  subscriptions,  applications  for 
membership,  and  inquiries  to 

THE   SECRETARY 

of  the  Amerloan  Economic  Associatloii, 
Ithaca,  N.Y. 


Address  orders  for  Studies  and  Mono- 
graphs to  the  publishers, 

THE  MACMILLAN  CO., 

66  Fifth  Avenue,  New  York. 
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